#10 POTENTIAL LEADERS FOR 1945 « 





50 CENTS 





Tint 
Nofiork | 


ANOTHER MILESTONE 
IN THE PROGRESS OF 


TELEVISION 


HAIN television is here! With the recent 
dedication of the new Philco Relay Trans- 
mitter at Mt. Rose, N. J., the first Television 
Network, linking Philadelphia, New York 
and Schenectady, is in actual operation today. 
Now Philadelphians enjoy clear reception of 
programs from New York through their local 
Philco television station. Thus the first step 
has been taken through which you will be 
able eventually to witness events in your home 
that take place thousands of miles away 
... by television! 


HOW PHILCO RESEARCH SPEEDS 
THE ADVANCE OF TELEVISION 


Television today has developed to the 

point where it offers a clear, enjoyable 

picture for your home. And just as the 
Philco laboratories have led the way in bring- 
ing you finer, clearer radio tone, so their 
research in television has emphasized the 
sharpness, clarity and detail of the picture. 
The standards they have developed and 
fostered are now generally accepted in the 
industry. Some day after Victory, when tele- 
vision arrives in your community, a Philco 
Television Receiver wiil bring you a picture 
that is as great a pleasure to see as a Philco 
Radio is a delight to hear. 


Radio Hall of Fame Orchestra and Chorus. 
Tune in Sundays, 6 P. M., E. W. T., Blue Network. 
* 

BACK THE ATTACK—BUY WAR BONDS 


SCHENECTADY 


NEW YORK 


PHILADELPHIA 


IKE THESE, 
ATION WPTZ 
BROADCASTING 


WITH PROGRAMS t 
PHILCO TELEVISION st 


HAS PIONEERED iN TELEVISION 
Philco has 
d its 
a 


ince 1932, 
ponent and operate 
own television — oi 
rich laboratory of mr 
search and experie 
for television pro 


The Phil 
televised fc 
ing, wrestlin 
sports as we 
events direct 
scene of action. 


gress. 


co station has 
football, box- 
g and other 
1 as news 
from the 


Movies, variety acts, en 
matic sketches, —— 
news talks and civic - 

grams have been ~~ : 
from tae Philco studios. 


PHILCO 


ING LEADER IN 


RWHELM 
THE OVE TRAIGHT YEARS 


RADIO FOR 12 § 


























THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 


Volume 75, No. 7 January 6, 1945 


The Ticker Publishing Company is affiliated by common ownership with the 
Investment Management Service and with no other organization. It pub- 
lishes The Magazine of Wall Street and Business Analyst, issued bi-week- 
ly; The Invesors Guide, Adjustable Stock Ratings, issued monthly; and 
The Investment and Business Forecast, issued weekly. Neither the Ticker 
Publishing Company nor any affiliated service or publication has anything 
for sale but information and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 


CONTENTS 


a Te =. 6 in 8s his ee sess TE 
As I See It. By Charles Benedict..................--. 333 
Stock Market Forecast For Early 1945. By A. T. Miller. 334 
Preview of Trends In the Making. By E. A. Krauss.... 336 
Stock Split-Ups. By L. O. Hooper.............. ideas 340 
War-Time Economic Trends............cecseeeee.--- SM 
Happening In Washington. By E. K. T................ 344 
a eg i 


Which Industries Offer Best Prospects For 1945. 
Be ii secs cane wees Caeeeenwanccass’ OE 


Around The World With John Lyons................. 851 


Investment Audit of International Paper. 
ey Bees i, TR ook cis ect ccccccccinns 


10 Potential Market Leaders For 1945.............46.. 357 
Rail Stocks For Income. By Roger Carleson........... 362 


Dresser Industries vs. National Supply. 
By Geers 1b. Mertem....... 26 ccccccs. See 


ee 
Keeping Abreast of Industrial and Company Changes.. 370 
eo ae ee eee . 872 
The Bases ARRIVE. «6. oc ccc cccnceees ee 
Another Look At—By N. O. Warren................. 878 





Copyright, 1944, by the Ticker Publishing ig Inc., 90 Broad St., New York 4; N. Y. 
C. G. Wyckoff, President and Treasurer, E, A. Krauss, Managing Editor, Eugene J. Foley, 
Secretary. The information herein is OR from reliable sources and while not guar- 
anteed we believe it to be accurate. Single copies on newsstands in U. S. 50 cents, Canada, 
55 cents. Place a standing order with your newsdealer and he will secure copies regularly. 
Entered as second-class matter January 30. 1915, at P. O. New York, Act of March 3, 
1879, Published every other Saturday. 


SUBSCRIPTION PRICE—$10.00 a year in advance in the Un‘ted States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., Lon- 
don, B. C. 4, England. 
Cable Address—Tickerpub 

















JANUARY 6, 


1945 


Dividends Declared 





American Can, q. 75c.......... ... Jan. 18 
Corn Prod pf, q, $1.75... jan. 5§ 
Holly Sugar, q, 25c jan, 18 
Holly Sugar pf, q, $1. 75. an, 15 
Hercules Powder wi, q, $1.59...Peb. 2 
Hecht Co, q, 30c........... —_ 10 
Hecht Co 4%4% pf, q, $1. 0654... jan. 10 
McLellan Stores, q, 15c ay 
McLellan St pf, q, $1.25...............Jam. 11 
Natl Distillers Prod, q, 50c.......Jan. 15 
Northern Pacific Ry $1..................Jan. 8 
Pitts. Coal pf, $1... nee an. 6 
Royal Typewriter, 15c..W......Jam. 6 
Royal Type pf, q, $1.75 an. 6 
U_S Industrial Chem, q, 25c....Jan. 15 
Wyandotte Wstd, q,. 20c............ + 15 
Anglo-[ranian, 1091 once ec. 4 
Air Reduction, q, 250.....cccccccccce-Dec, 29 
Air Reduction (extra) 25c..........Dec. 29 
Brooklyn Union Gas, 25c an. 6 
Cent Hud G & E, 12c Jec. 30 
Gen Mills, q, $1 : jan. 10 
Hershey Choclte, q, 75c Jan. 25 
Hershey Choc pf ptc, $1..................Jam. 25 
Hershey Choc pf, q, $1.......... Jan. 25 
Kemmedy’s Trnc, SO....ccceccsescssseossne i 6 
Krueger (G) Brew, 12%c an. 9 
Mt States T&T ,q, as <cascoum ees. 40 
Mt States Power, 37! ane CC. 31 
Nat Mfr & Stores, 20¢ ..Dec. 30 


Phila El 
Puh S ( 


Pub S Col 6% pf, m, 50c... 


ec 4.4% pt q, $1.10......Jan. 10 
‘al 7% pt. m, 58 1-3c jan 15 


Pub S Col 5% pf, m. 41 2-3c...Jan. 15 
Phila El 4.4 pf, q, $1.10..0..Jan. 10 
Schenley ae 56e....... Jan. 20 
Spicer fg. 15¢ Jan. 5 
Stein (A) & Co, a "25c... Jan. 30 
Stern (A) & Co (special) Jan. 4 
Am Meter, 50c Dec. 26 
Byers (A M) pf, q, "$1.75 Jan. 13 
Cont Insurance, s-a, 80c Dec. 30 
Cont Insurance ext. 20c Dec. 30 
Fid Phoenix Ins, s-a, 80c ww Dec. 30 
Fid Phoenix Ins ext. 40c Dec. 30 
Fulton Trust, q, $1.50 : Dec. 26 
Gen Am Investors, $2.32 Dec. 21 
Sun Oil pf, q, $1.12%4..........0.Jan. 10 
— Mfg pf, a, am Jan. 31 
Am Lt & Tract pf, 37%e an. 15 
Barlow & Seelig, io” Yec. 18 
Bellanca Aircraft, 50c Jan. 20 


Brooklyn Trust, s-a, 
Brown F 


$2 Dec. 23 
orman, pf (acc), $1.50..Dec. 20 


Cons Vultee pf, q, 31%c Feb. 15 


Duquesn 


e Lt, pf, q, $1.25 Dec. 30 


Gen Finance, pf, A, s-a, 25c...May 10 


Gen Finance, pf, B, s-a, 30c...May 10 
Gen Finance, q, 5c Jan. 2 
Lawyers Trust, 25c Dec. 23 
Macy (R H) pf, q, $1.06% Jan. 12 
No Central Ry, s-a. $2 Dec. 30 
R.-K.-O., pf, q. $1.50 an. 20 
Alleg & 2, on Ry, s-a, $3 Yec. 20 
Ark P & , 7 pf, a, $1.75...Dec. 15 
Barber et pf. q, 6834c Dec. 26 
Barker Bros, 25c Dec. 26 
Cudahy Pkg, 30c os Jan. 2 
Detroit Edison, 30c Dec. 29 
General Tire & Rubber, 50c Dec. 26 
Gimbel Bros, 25c Jan. 10 
Gimbel Bros, pf, qa, $1.50 Jan. 10 
Imp Bk Canada, 20c Dec. 30 
Mont Lt H & P, 20c.. Dec. 31 
Overseas Securities, 25c Dec. 27 
Utah Radio Products, 10¢ Apr. 10 
U S Smelt 7% pf, q, 87% Dec. 28 
Vert Cam Sug, 40c Jan. 15 
Wheel & Lake Erie, q, 75c Dec. 26 
Shawinigan W Pwr, q, 23c Jan. 18 
Macy (R H) & Co, pf, 

A, q, 1.06% Jan. 12 
MacAndrews & Forbes. 60c Dec. 30 
*Steel Co Canada, g, 75c Jan. 8 
*Steel Co Canada pf, q, 75c Jan. 8 


* Payable 


in Canadian funds. 


Apr. 


Feb. 


Feb. 


Jan. 
Feb. 
Jan. 
— 
an. 
Jan. 
Jan. 


Feb. 
Feb. 
Feb. 
Dec. 
Feb. 
Jan. 
Jan. 
Mar. 
Jan. 
May 
May 
Jan. 
Jan. 
Feb. 
Jan. 
Feb. 
Jan. 
Jan. 
Jan. 
Dec. 
Jan. 
Jan. 
Dec. 
Jan. 
Jan. 
Feb. 
Jan. 
Dec. 


ere eee ee ee 


+ 
- 
hr 


—" 


dS 


mre 


~ 


NN ew 
QV Om Dt et EO Set BB et I ee I 8 tt et DS et 0 et et Go et St Gt © et et et ee 


—wrow 


Jan. 
Feb. 
Jan. 


Feb. 


Feb. 
Jan. 
Feb. 
Feb 


No 


— 
—— 








PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 116 


A cash dividend declared by the Board 
of Directors on Dee. 13, 1944, for the 
fourth quarter of the year 1944, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on Jan. 15, 
1945, to shareholders of record at the 
close of business on Dec. 29, 1944. 
The Transfer Books will not be closed 


E. J. Becxerr, Treasurer 


San Francisco, California 
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A Giant Influence 
is Moulding 
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lee today, events are being 
shaped, in part, by the new giant 
power of petroleum. 


And the almost incredible might now 
being released by Tide Water Asso- 
ciated’s catalytic cracking units for 
war, is bound to exert a potent influ- 
ence on the shape of things to come 
in peace, 
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In broadening the scope of transpor- 
tation, in putting wings on commerce, 
in stimulating the design and produc- 
tion of more powerful, more efficient 
engines to utilize its enormous inher- 
ent force—in these and other ways, 
post-war Tydol Flying-A gasoline 
will be a factor to be reckoned with 
in your plans, 


THE MAGAZINE OF WALL STREET 


The Future 





And it isn’t too hopeful to believe 
that the benefits of this giant power 
may be felt, not only all over the 
country—but all over the world. 


TIDE WATER ASSOCIATED OIL COMPANY 
New York ° 


Tulsa . San Francisco 


TIDE WATER 
ASSOCIATED 
OIL COMPANY 
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E. A. Krauss, Managing Editor 





The Trend of Events 


A GREATER WAR EFFORT... The serious setback 
suffered by our armies in Belgium carries a clear 
message to all of us. We must prepare, immediately, 
not only for a longer, but also a greater war effort 
to win the victory that had appeared so near. 

It is no time for recriminations. Nothing can be 
gained by saying that Government, or certain mili- 
tary leaders, or business or labor had become com- 
placent about an early end of the war. Fact is that 
the German collapse in France this summer and the 
speed of our advance to the Rhine has brought 


a universal surge of optimism, so that virtually the 


whole world looked for victory before the end of 
the year. 

There can no longer be any doubt that a hard, 
possibly long struggle lies ahead. Fortunately, our 
counter-measures are already becoming effective, 
affording hopes that the enemy drive has spent 
its main force. Meanwhile war production will have 
to be lifted to new peaks to assure availability of 
adequate equipment and materials for the bitter 
struggle that still lies ahead. As a corollary, civilian 
economy of necessity will have to tighten its belt, 
face additional restrictions and limitations in the 
coming months as more productive capacity is di- 
verted to the renewed all-out production effort for 
war. 


Fundamental policies may well have to be re- 
examined in the light of the new situation. Stricter 
manpower control, perhaps even a manpower mo- 
bilization by law may not be precluded as labor 
needs of war plants and replacement needs of the 
Army mount. Materials controls may have to be 
tightened anew; reconversion preparations in many 
industries will have to be shelved. Even fiscal policies 
may have to be re-examined, should expenditures 
for war reach new highs. But most of all, the war 
production achievements to-date, great as they were, 
must now be surpassed all along the line if we 
are not to fall down on the urgent task ahead. In 
the past, military demands were frequently thought 
exaggerated; today they can no longer be ques- 
tioned. The situation calls for unity and utmost 
cooperation in every field. 


RUBBER POLICY... Discussions between the United 
States and representatives of other countries look- 
ing toward an international rubber agreement have 
definitely been shelved, it is learned. Meetings with 
foreign representatives which have been scheduled 
for later next month will not deal with the British 
proposal for a postwar rubber pact, but will take 
up merely such issues as interchange of informa- 
tion on rubber and similar topics. 
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With this development 1s coupled the disclosure 
that the United States has also shelved a British 
proposal calling for the creation of an international 
rubber advisory committee, somewhat less formal 
in character, but analagous to the petroleum com- 
ane provided in the Anglo-American petroleum 
pact. 

The American Government has been known for 
some time to have been “cool” toward proposals 
which might tend to hamper the synthetic rubber 
industry in the future and there has been consider- 
able feeling that the dynamics of synthetic rubber 
development are such that hard and fast commit- 
ments should largely be avoided. 

This attitude is fully understandable. We have 
entered the ranks of the major rubber producers 
and currently, synthetic rubber manufactured do- 
mestically provides the bulk of our needs. After 
the war, this new industry confidently expects to 
to turn out even better synthetic rubber at lower 
prices, fully competitive with the natural product 
of the Far East. In view of this prospect, British 
urgency to evolve a new international rubber pact 
is understandable, our aloofness from such an un- 
dertaking doubly so. It would be impractical, to 
say the least, to commit ourselves at this juncture 
to specific agreements. Rather, our policy is to 
wait for a clearer view of the conditions that will 
exist after the war. We owe this to ourselves, as 
well as to our petroleum and rubber industries 
which so wholeheartedly and efficiently stepped into 
the breach when the rubber shortage threatened 
our entire war effort. 


CENTRAL BANK RESERVE RATIO... News that 
steps will be taken to lower the legal minima of 
reserves of the Federal Reserve Banks has been 
widely expected in view of the effects of the war 
on the country’s banking and currency situation. 
Present minimum reserves, unchanged for thirty 
years of the Reserve System’s existence, are 40% 
against Federal Reserve notes in circulation and 
35% against deposits of member banks with the 
twelve Reserve Banks. 

The expectation is that Congress will be asked 
next year to substitute for these minima an overall 
minimum requirement of 25% against the total 
amount of deposits and note circulation. The re- 
serve consists now and will continue to consist of 
Treasury gold certificates which represent gold in 
Treasury vaults, thus constituting in fact a gold 
reserve. 

When the war started, the Federal Reserve Banks 
held reserves equalling about 90% of their com- 
bined deposits and Federal Reserve notes in cir- 
culation. As a result of the war-stimulated growth 
in both, the overall reserve ratio has fallen to 
somewhat under 50% and appears to continue its 
decline —as war activities continue—at a rate 
which would probably bring it down to 40% this 
year. The effect then would be a halt in the pro- 
cess of bank credit expansion unless the legal mini- 
ma are lowered. Something akin to that happened 
in 1920 when, following the credit expansion during 
World War I, a severe credit stringency developed 


ment. If this were the prime motive for creating 


as the reserve ratio hovered very close to the 40% 
mark, causing a sharp rise in interest rates and | 
much forced liquidation. 


Clearly, the present is no time for a repetition 
of that experience, hence the urge to take needed 
measures. To the timid, let it be said that a low- 
ring of the ratio, as contemplated, holds no par- 
ticular danger. While the reserve ratio — theoreti- 
cally — varies inversely to the general soundness 
of the system, existing ratios must be regarded as 
extremely conservative. Even a 25% ratio, in gold, 
would compare most favorably with that of any 
other important central bank position and would 
be fully adequate to preserve public confidence in 
the Reserve System. Hence no serious objection 
can be raised to the proposed move. The lowering, 
however, would activate a latent potential of avail- 
able capital, existing in the form of greatly swollen 
individual deposits in commercial banks, thereby 





greatly facilitating further war financing. 
WHY NOT? ... Reported Administration intention 


of creating a new cabinet post and executive office 
by setting up a Department of Foreign Trade strikes 
us as not nearly as sinister a plot against private | 
enterprise as some critics seem to fear. Consider- 
ing the probable complexities of postwar interna- 
tional commerce, it may be just the thing we need 
to make our policies effective. Hence we are in- 
clined to favor the idea provided the new office is | 
not merely a vehicle for perpetuation of Govern- 
ment control over foreign trade. This qualification 
is not as paradoxical as it may sound. The Admin- 
istration plan has been attacked in some quarters 
as another symptom of its eagerness to build an 
evergrowing and more powerful central Govern- 


the new executive office, our vote would be against 
it but we do not believe it is. 








Important Announcement! 


After continuous urgings from us, the printer 
has definitely promised us delivery by January 
20th of our new investment book “How to 
Build Capital in 1945”. It will be mailed 
promptly as soon as received. 


We regret the delay to our many subscribers 
who look forward to reeciving this book in con- 
nection with their subscriptions. Expense and 
effort were not spared to make it practical, 
timely and valuable . . . to mail it before Jan- 
uary 1. But the printer will be four weeks late || | 
due to circumstances beyond his control. 





Under today’s conditions, we know you will 
understand and sincerely believe you will be 
well pleased with the book when it reaches you. 


Werchaff 


C:MaGaAZINE 
@/WALL STREET 
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As. g See GL: BY CHARLES BENEDICT 


POLITICS—THE MONKEY-WRENCH IN WAR STRATEGY 


For a long time past, it has been evident that 
neither Russia, England, nor the United States have 
been seeing eye to eye — that Russia was ready to 
follow an opportunist’s course while aiming at the 
complete fulfillment of her goal for world power ; — 
that England was seeking to emerge at the end of 
the war with her Empire intact;— and that the 
United States, through a strategic affiliation of 
states, sought the protection that only a world peace 
could give his continent. 

To this end our Government, recognizing fully and 
even generously the position of our Allies, undertook 
a series of compromises in the hope of insuring har- 
mony and co-operation after the war, for the pur- 
pose of enabling the various countries to develop 
their resources and raise the standard of living of 
the people so as to do away with the conditions that 
have produced war continuously for centuries. 

This wise and practical plan was accepted by both 
Stalin and Churchill, and if either one of the two 
powers had held to the line with us, the present 
situation would not have arisen. Instead, as the war 
progressed, Russia continued to use her victories, 
for which in a large measure we had provided the 
materiel and food supplies, to make continuous 


It is evident that Russia had agreed to open an 
offensive from the East simultaneously with our 
offensive from the West, and that she exacted and 
received as her price recognition of her demands 
for various spheres of influence in Europe. Despite 
these compromises, however, the Russian offensive 
failed to materialize. Instead, Russia seems to have 
used her Armies only for the purpose of gaining 
political power for herself, to extend her spheres of 
influence in one country after another, while we 
were holding the line against Germany in the West. 

Thus, Russia established her sway from the Baltic 
to the Adriatic, and is now rapidly moving into 
Austria, the transportation hub and distribution cen- 
ter for Eastern Europe. The control of Austria would 
place her in a strategic position vis-a-vis the Italian 
peninsula, and in a position to dominate Italy as well. 

Stalin certainly has been making hay, lining up 
every country in such a way that a solid block up 
the Danube has been formed, and plans for Germany 
have already been made through the provisional 
German Government setup in Moscow. It is easy to 
see that by this means Russia expects to dominate 
Eastern and Central Europe, making the issue of a 
free Poland as dead as a door nail, for Russia is 





and uncompromising de- 
mands, despite agree- 


HOW TO MAKE IT TICK 


ns aiming to control Eu- 
rope right into Ger- 





ments to the contrary. 
It was inevitable, there- 
fore, that Britain, fear- 
ing Russia’s ambitions, 
should have acted to 
protect her own inter- 
ests which, because of 
support from Moscow 
to the local Communist 
elements, has resulted 
so badly in Greece and 
Italy — this although 
Russia had agreed in 
the first place to the 
continuation of tradi- 
tional British influence 
in these two countries, 
as well as in western 


Europe. 
As events have de- 
veloped, try as we 


might, it is impossible | 





NOW TO MAKE IT TICK 


many proper. 

While the great Ger- 
man offensive into Bel- 
gium and Luxembourg 
will undoubtedly be 
stopped, it will have 
succeeded in disorgan- 
izing our plans for a 
winter offensive, so that 
if Russia now decides to 
drive down from the 
plains of East Prussia 
or Central Poland, she 
will be in a position to 
penetrate deeply into 
Germany before the 
winter offensive is over. 
In fact, it seems un- 
likely that Germany 
would have attempted 
this offensive, had she 
not felt secure from im- 





for us as sophisticated 
people to have any longer any faith in our Russian 
ally. In the light of our experiences, it now seems 
most likely that Russian demands for a second front 
in Western Europe, and her refusal to recognize the 
invasion of Africa and Italy as a second front, was 
due to the fact that only a campaign in the West 
could have furthered her expansionist purpose. 

As I pointed out in a previous editorial, Russian 


| control of Europe would be a necessary first step 
| toward making Moscow the capital of the World, 
| which was the original goal of communism. 
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N.Y. Times mediate Russian attack. 

Washington reports have it that even now, Rus- 
sia is bargaining for an ever greater quid pro quo 
in return for the long promised all-out winter offen- 
sive against Germany’s eastern borders, this while 
we are having a hard time stabilizing the western 
front where the latest German break-through oc- 
curred. Such an attitude on Russia’s part, whether 
intended or not, inevitably favors the enemy. Once 
more, we see politics hamstringing allied war stra- 
tegy; the question arises: Is the situation beyond 
hope? (Please turn to page 392) 
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Stock Market Forecast for Early 1945 


Near-term war developments, and their implications with 
respect to the duration of peak Government spending and 
economic activity, are so highly uncertain that we recommend 
a middle-road policy of conservatism and discrimination. We 
do not anticipate sustained, major advance from present levels 


of the averages. 


a oe 


The erratic gyrations of the stock market over 
the last fortnight indicate that speculative sentiment 
is now being largely influenced by the shifts in the 
day-to-day war news. The market’s response to the 
startling German thrust into Belgium —the first 
disagreeable surprise of any importance in a long 
time — was a reaction of about 5 points in the Dow 
industrial average which lasted through December 
27. 

During this jittery interval the railroad stocks, 
which undoubtedly would have more to gain out of 
a long war than would the great majority of indus- 
trials, bounced feverishly up and down, but mostly 
on an intra-day basis and without any more than 
minor net retreat. 

Towards the latter part of last week the news, 
still 36 hours behind actual developments, took a 
sharp turn for the better. It appeared that the 
German drive not only had been halted but that 
American forces were gaining the initiative and the 
upper-hand. This permitted the market to live up to 
the most consistent of all seasonal precedents: the 
usual bullish celebration in the final several sessions 
of the dying year. The sharp rebound carried the 
rail and utility averages to new highs for the major 
movement, while the performance of the industrial 
average was vigorous enough to suggest that it too 
was heading for new high ground, provided the 
Western Front news remained on the reassuring side. 

Two weeks ago in this space we observed that the 
market apparently was accepting the growing ex- 
pectation of longer war as bullish in that, while 
postponing the thing that most stocks had been 
discounting, i.e., post-war prosperity and tax reduc- 
tion, it also postponed the mundane problem of tran- 
sitional adjustment. We expressed some doubt as 
to the continuation of that mood, pointing out that 
popular conceptions about the course of the war, and 
the economic implications thereof, had not infre- 
quently proved to be misconceptions. We next added: 
“Tt seems to us that the shape of things to come 
during the remaining term of this war and during 
the readjustment period is not significantly more 
clear now than it was three or six months ago. It 
is still subject to unforseeable change.” 

We have taken the liberty of repeating that be- 
cause the unexpected events which have occurred in 
the very brief interval between our last issue and 
this present date of going to press lend weight to 
it and make it even more pertinent now. 

On December 16 the averages had “signalled” a 
new leg of the bull market on the general but far 
from specific premise of longer war. Almost imme- 
diately thereafter the Germans gave that premise 
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much more tangible support than it had previously 
had, whereupon the response was not bullish but 
the opposite. Now, in another quick change, the war 
news is favorable — which can only imply thoughts 
or hopes that the war may not last as long as was 
feared a week ago — and market reaction to this is 
bullish. That is quite a confused psychological merry- 
go-round. 

As this is written the plain fact is that nobody 
can be at all sure of what are the real implications 
of recent war developments insofar as they relate 
to the duration of the conflict. Nor can anyone fore- 
see next week’s developments. Suppose the Germans 
have some more surprises for us. Suppose we achieve 
a partial success, stabilizing the Western Front and 
resuming a slow, hard slugging match. Suppose the 
Germans meet with a major disaster, with the bulk 
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vt their forces in the Belgium salient arenes. a 
pose the Red Army soon makes a break-through on 
the Polish front. In short, we — and you — are look- 
ing into a kaleidoscope. 

Facing these momentous uncertainties, we con- 
tinue to believe that the common sense investment 
policy can only be to attempt to steer a rational 
middle course, emphasizing both conservatism and 
discrimination. The more volatile stocks have already 
had a great rise—far more of it, percentagewise, 
established by mid-1943 than has since been added. 
It is not wise to figure that an already old bull mar- 
ket is likely to get more and more vigorous as it 
grows still older. It has not been as easy to make 
profits in 1944 as it was during much of 1942 and 
1943, when many of the selections made in the 
pages of this publication resulted in gains of 100 
to 200 per cent. We are inclined to think that it will 
be still less easy in 1945, therefore requiring more 
patience and discrimination; and that this is a time 
in which investors should give somewhat more at- 
tention to the conservation of capital than was re- 
quired in earlier phases of the bull market when 
stocks were much cheaper. 

It is quite possible that the market will now re- 
sume the new phase of advance which was so re- 
cently interrupted by surprising and disagreeable 
news. If so, we remain of the opinion that the maxi- 
mum additional upward move in the composite ave- 
rage is likely to be somewhat restricted; and that 
the action of a large percentage of individual stocks 
will remain disappointing to the bulls. 

While December advances have usually extended 
at least some days into January — and sometimes 
through the whole month — we nevertheless think 
that January should be regarded with more suspi- 
cion, or at least more of a question mark, than De- 
cember. There are two reasons for this view, both 
unrelated to the more general uncertainties which 
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we have ‘oiieeneii (1) lees — desiring to 
take profits would naturally prefer to wait until after 
the turn of the year on the reasoning that there 
might be at least some possibility of taxes being 
lowered before the year is out whereas present peak 
taxes are a fixed fact; and (2) people wishing to take 
profits will in many instances act on the thought 
that January “reinvestment demand” should provide 
a more advantageous market in which to sell. 

More basic than this, we agree with the apparent 
consensus that an unexpected early peace would set 
the market back but we do not agree with the com- 
panionate consensus that “longer war” is bullish. 
The industrial stocks most in investment and specu- 
lative favor have been discounting not war but peace, 
peacetime prosperity and tax relief — and they have 
been doing just this for a long time. As we see it, 
war — and therefore “longer war’ —is fundamen- 
tally not bullish but the reverse, and we question 
whether the market can more than temporarily ig- 
nore that fact. 

A more plausible argument can be made for the 
rails — also aircrafts and other war stocks — on the 
“longer war” premise. But rails, too, have had a 
large advance and the majority are scarcely less 
speculative than formerly. People forget that traffic 
volume and operating costs—not reduced fixed 
charges — will be the dynamic factors controlling 
future earnings; and that the I. C. C. itself has 
warned that on the basis of present wage costs it 
would take both traffic higher than in the good year 
1940 and higher rates to produce any profit for 
Class I rails as a whole. Maybe they will get it, 
maybe not. Excepting the minority of really strong 
rails, the great bulk of the wartime earnings is 
being retained, not distributed to stockholders. How 
much of this railroad prosperity will ever come down 
to the shareholders? That is a very real question to 
ponder. — Saturday, December 30. 
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A YEAR ago, 1944 was widely hailed as the first 
year of reconversion. Now, as we turn into 1945, 
there is a new slogan: Victory first, then recon- 
version. Not many weeks back, business leaders 
had shared with Government officials an optimistic 
view of early VE-Day. Today, all reconversion plan- 
ning has come to a virtual standstill as industry 
answers the hurry call for more arms. Reconversion 
to thinking in terms of increased war production 
instead of gradual return to peace-time activities 
is the new order of the day as prospects of early 
victory in Eurpoe have been dimmed by hard fighting 
which promises to carry the European war well 
into the new year. 

Thus the war production pattern has changed 
once more. Output of arms and ammunitions, of 
the great diversity of equipment needed to carry on 
a modern war on far-flung fronts, reached its orig- 
inal peak late in 1948, subsequently flattening out 
and later declining somewhat under the impact of 
numerous cutbacks until revised estimates of re- 
quirements ahead —the direct result of develop- 
ments in the principal war theatres — called for 
renewed and intensive efforts. The opinion now pre- 
vails in official quarters that new production peaks 
will be required in the near future; schedules in 
the months ahead will be the highest of the entire 
war in a good many vital categories and probably 
continue so at least until VE-Day. 

To sum up new production needs, the following 
picture has been presented: 40% of war output has 
fallen behind speeded-up schedules; 27% of all pro- 
duction programs fall into critical categories; of 
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about one million workers who have left war plants, | 
at least 300,000 must return to win the new pro- | 


duction race. The latest Allied setback in Europe 
can be expected to create new problems of as yet 
unknown scope and urgency. 

A number of moves were undertaken by those 
in charge of our war effort to assure that revised 
needs are met promptly. The “freeze” of civilian 
goods production announced in the forepart of De- 
cember marked a final step in the succession of 
measures aimed at relieving critical war shortages. 
Initial action, several weeks before, was suspen- 
sion of reconversion, for a period of ninety days, 
under the socalled spot authorization plan. This 
was followed by War Mobilizer Byrnes’ militant 
“work or fight” edict in order to replace those re- 
leased from military duty to work on critical pro- 
grams and otherwise assure availability of adequate 
manpower to expedite new expanded schedules. In 
short, the entire program for shifting industry 
back to greater civilian output has been brought 
to a halt and will remain dormant; for how long, 
nobody knows but according to the present outlook, 
no decisive change appears likely before the latter 
part of the new year, barring the unexpected. 

All these developments, wholly unanticipated a 
few months back, will bring about changes which 
will have widespread effect on our economy and 
may well revise the pattern of things to come in 
the next year or two. Latest reports from the 
fighting fronts have amply proved that military al- 
arm over lagging arms output was not exaggerated. 
While the “arms crisis” was essentially one of re- 
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serves rather than actual deficiencies on the battle 
fronts, it could eventually have led to such defi- 
ciencies unless prompt steps were taken. Therefore 
the choice between “guns and butter” had to be 
narrowed; guns will have the right of way until 
further notice. As a result of this decision, some 
weakening of our civilian economy by Spring would 
appear unavoidable. 


Tighter Civilian Economy Ahead 


The war, we are now aware, is definitely not over 
and nothing can be allowed to stand in the way 
of its vigorous prosecution. War needs must be 
met regardless of anything else. This means there 
will be much less in the way of civilian supplies 
in the months just ahead. Shortages will grow in 
many lines, especially in textiles, and the pinch 
in civilian goods may well become more pronounced 
than at any time since the start of the war. Civilians 
must take what they can get. That is the real mean- 
ing of Washingon’s moratorium or reconversion, 
of the new output problems we shail have to face. 
But this need by no means be as rigorous as it 
may sound. For the first three years of war, we 
got by very comfortably indeed, luxuriously in com- 
parison with virtually every other country. In some 
spots, however, serious strain may develop. Textile 
production is critical, the supply outlook for petro- 
leum products, paper, lumber, canned goods and 
the transportation situation barely less so. As far 
as the general supply situation is concerned, nothing 
but further deterioration appears in sight. Consumer 
goods such as automobiles, refrigerators, new radios 
will remain hazy mirages. It is now necessary to 
accept the fact of a longer-than-expected war and in 
the months ahead, it will be difficult for any manu- 
facturer to obtain permission to make any new 
civilian goods, particularly in tight labor areas. 

Compilation of time tables for war is always a 
risky undertaking; the way prognosticators were 
confounded in the past is ample proof, for no one 
can adequately measure the uncertainties and im- 
ponderables involved. As the situation is now shap- 
ing up, German defeat is not held probable before 
late 1945 (again barring the unexpected) and the 
conclusion of the war against Japan not before 
the end of 1946, if then. To all intents and pur- 
poses, 1945 promises to be a full war year with 
very little reconversion activities likely. In the 
interim, there will be less talk of postwar plans, 
fewer discussions of reconversion and its prob- 
lems, softpedaling of talk of early victory, greater 
emphasis of the need for intensified war production. 
All carefully laid reconversion plans will remain 
on the shelf until VE-Day; they may never be 
used, in fact, since the altered time table for war 
and victory may well entail entirely new reconver- 
sion procedures. 

It has been hinted officially that cutbacks after 
VE-Day may be limited to between 12% and 25% 
instead of 40% as earlier envisaged. If so, it would 
mean that fewer workers will be released from 
war plants after the end of the war in Europe. 
Instead of some four million, the revised estimate 
would suggest that the figure will be less than two 
million and many of these may shift to other war 
jobs. In turn, this would imply that real recon- 
version unemployment may not materialize until 
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after VJ-Day but then, unemployment conditions 
may become far more acute than formerly antici- 
pated. Reduction in post-VE-Day cutbacks would 
naturally constitute a major factor in retarding 
reconversion; the latter would start off on a smaller 
scale, be less gradual, more sudden and more un- 
settling as the bulk of reconversion activities would 
telescope into the immediate post-VJ-Day period. 

In short, uncertainty is the keyword and this will 
be so until VE-Day is definitely in sight. There are 
no two ways about it, and business and industry 
must plan, and are planning accordingly. Fact is that 
official planners simply don’t know — because war 
itself is uncertain—how much of our industrial 
capacity is needed to vanquish Japan. It could be 
60% according to original estimates, and it could 
be much more, depending on the type of warfare 
needed to force Nippon to her knees, and on the 
amount of reserves available after Germany suc- 
cumbs. The question of cutbacks after VE-Day, in 
short, is highly speculative, yet it is of immense 
longer range importance. Probably all that can be 
said is that it is impossible to make any definite 
calculations. The official attitude must prudently 
be based on determination to be entirely safe in 
covering all possible contingencies, to be prepared 
for anything. Business plans should take account 
of the predominant opinion that the European war 
may drag on, yet not overlook the possibility of 
an early “break” however remote that seems to 
appear at this writing. After all, nothing is certain 
in war, and this surely applies to its duration as well. 

But there is no uncertainty as to the more imme- 
diate outlook and latest events have materially 
strengthened the belief that no important change 
in industrial activity is to be expected until VE-Day. 
The great question mark is the date of the latter. 
This is why WPB production policy is to keep plans 
flexible enough to permit quick changeover as war 
demands vary. 

Meanwhile, the altered outlook had repercussions 
elsewhere. Tax planning has slowed down and the 
future of federal financing remains beyond pre- 
diction except for the fact that our debt will con- 
tinue to rise. Tax relief for individuals and corpora- 
tions is unlikely before 1946, in fact, until the 
end of the global war. The Treasury is preparing 
for the 7th and 8th war loans next Spring and 
Summer, and war spending is expected to stay close 
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to present levels of about $7.5 billion monthly. 
Eventually, with Japan the only remaining adver- 
sary, this rate may drop to about $4.5 billion but 
may continue higher. Even today we can be fairly 
certain that the total war cost will run from $300 
to $350 billion or ten times the cost of the first 
World War. With each month the war’s end is 
delayed, our debt will rise, ultimately to staggering 
levels if hostilities should be seriously prolonged, 
and an ultimate debt total of $350 billion or more 
must be reckoned with. Problems of inflation control 
in the postwar era will become correspondingly 
more difficult. 


Immediate Prospects 


What business and industry, in particular, faces 
in the immediate future is mounting emphasis on 
peak production, if necessary at the expense of our 
civilian economy, retention if not further tighten- 
ing of all war controls, perhaps another “draft” 
crisis, complete stoppage if not reversal of the re- 
cent trend towards easing oi building restrictions, 
in short a recurn to an all-out war economy. Labor 
controls will be enforced as rigidly as possible de- 
spite attempts of organized labor to make its weight 
felt, politically, in the new year, particularly by 
sparking further wage increases in many devious 
ways. 

This brings us to the prospect for industrial 
earnings. War-time profits reached their peak in 
1944 and probably will decline in 1945 despite the 
need for continued high production. Depressing 
factors are: (1) probably declining over-all output, 
against 1944, in certain industries as cutbacks and 
changeovers interrupt production; (2) continued 
inroads of renegotiation on net earnings; (3) wage 
and price regulations, and (4) ultimate reconver- 
sion expenses. Present official policy which will 
allow wage increases but denies comparable price 
increases to offset resultant higher costs can be 
quite hard on corporate earnings. Also, war con- 
tractors planning ahead can count on one thing: 
The Government will insist on closer pricing and 
tighter cost control from here on. If current contract 
prices should still contain an “extra cushion’, it 


surely will be squeezed out before the year is over. 
Procurement offices have already started a com- 
prehensive review of all major contracts and sub- 
contracts with an eye towards tightening cost con- 
trol and an entirely new pricing program, pro- 
viding some sort of an incentive for more efficient 
operations, may eventually replace renegotiation. 
On the whole, however, it will mean slimmer rather 
than wider margins for war-active corporations. 

In actual figures, Government economists paint 

the following earnings picture for American in- 
dustry: In 1944, corporate profits will approach $26 
billion before taxes and shrink to about $9 billion 
after taxes. In 1945, they are expected to drop to 
$20 or $21 billion before, and to $8 billion after 
taxes, with tax cushions absorbing the bulk of the 
decline in pretax earnings. 
* Elsewhere in our economy, on the agricultural 
front, full maintenance of current volume of food 
production is contemplated in 1945 farm goals, 
pointing to even higher farm income in view of 
raised price supports for a number of agricultural 
products. 1944 farm income will be well over $20 
billion, about $1 billion more than in 1943, making 
for further strengthening of agricultural buying 
pewer. Total national income payments in 1944 
are now expected to reach some $154 billion against 
$142 billion in the preceding year. Monthly income 
payments remained virtually constant at $13 bil- 
lion since last June, thus hringing to a halt the 
long continued rise since the war’s inception. A 
slight increase may be seen in 1945, reflecting the 
renewed upsurge of production, higher wages in 
scattered industries and the rebound in manufac- 
turing payrolls, latterly declining due to a fall in 
employment but now once more tending higher. 

Thus there will be no lack of the wherewithal to 
spend, and spend extravagantly. Yet retail trade 
in 1944 may well have passed its war-time peak, 
with shrinking goods supplies militating against 
further advances. The resultant pressure of spend- 
able funds against price levels, what with constant 
or rising national income at least until VE-Day, 
may well become severe but there is no reason to 
look for any relaxation in price controls except 
in exceptional cases with relatively little bearing 
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1945 will see more of this. 


on the over-all economy. As a result, individual 
savings, currently estimated at around $112 billion, 
are bound to skyrocket further, adding greatly 
to our postwar stabilization problem. Consumer 
spending last year will have reached an all-time 
high of $97 billion, against $91 billion in 1943; 
barring material price increases, this peak will 
hardly be duplicated in the new year. 


Right now, WPB has holed up for a hard winter 
of war; all future decisions as to production will 
hinge entirely on demands of military programs for 
manpower and materials. Over the longer term, by 
far the greatest uncertainty is introduced by the 
changed estimates of post-VE-Day cutbacks, by the 
official belief that the continuing war against Japan 
will require much greater production than orig- 
inally thought probable. This may become a domin- 
ating factor in determining both the magnitude 
of the ultimate reconversion problem and the timing 
of the various stages on the “road back”. Current 
expanded estimates of probable war requirements 
are based on rapid depletion of equipment reserves 
by sharp and prolonged fighting in Europe. This 
problem is now being attacked vigorously by in- 
dustry in an effort to build needed backlogs while 
meeting current supply needs. If successful, as 
we have every reason to expect, cutbacks after 
VE-Day may well be larger than now thought prob- 
able. In the past, American industry has amply 
demonstrated its ability to handle such huge tasks; 
by swinging back to top production in forthcoming 
months it should be able to meet current needs with 
enough left to create a sizable reserve supply except 
in most critical categories. 

But one factor requires emphasis. We are now 
committed to major action on two fighting fronts, 
in Europe and in the Pacific, and the call for mu- 
nitions and equipment is likely to exceed anything 
previously~ known as the rate of attrition keeps 
mounting. This may militate against quick build- 
ing of needed reserve supplies, and necessitate con- 
tinued high war output for a considerable period 
even after VE-Day. Though mountains of surplus 
equipment may be available in Europe after Ger- 
many’s defeat, it will be badly needed in the Pacifie 
theatre; however shipping problems may not permit 
their full and immediate use. War production at 
home will have to continue in the big business 
category rather than revert to a partial effort. A 
comparatively heavy schedule of essential output 
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is certainly to remain in force, requiring retention 
of far more and stricter controls than earlier en- 
visaged. 


Should this materialize — and official thinking 
is now very much along such lines — then instead 
of a fairly severe reconversion impact on our econ- 
omy after VE-Day there will be a relatively modest 
decline in the level of war-time prosperity. The real 
shake-out will not come until the end of the Pacific 
war, until Government spending drops precipitately 
before there can be a sharp revival in private spend- 
ing and private investment to take up the slack. 
Present indications suggest that this will not occur 
until early 1947 when demobilization and all its 
aspects will be most unsettling, with Government 
under greatest pressure to create jobs and under- 
take economic experiments to stabilize economic 
conditions. 


The over-all outlook, then, remains rather involved 
as we enter the new year. It is perhaps best summar- 
ized by stating that 1945 will be a year of great 
uncertainty, chiefly in the sense that while activity 
will continue near or at top levels, no one knows 
when a “break” will come and what will be the 
scope and nature of adjustments to follow. WPB 
is now operating on the theory that the war in 
Europe will go on indefinitely; no more time tables 
for VE-Day will be allowed to govern production 
schedules. 

It will mean a progressive pinch in civilian sup- 
plies; 1945 will be the war’s leanest for American 
civilians. A public conditioned to expect more peace- 
time goods and relaxation of controls will find in- 
stead that it must tighten its belt, prepare for fewer 
luxuries and fewer necessities. There will be further 
drains on man power and on vital raw materials: 
many of the latter will again move to the head of 
the critical list. And the duration of our new great 
effort hinges primarily on the success of Germany’s 
current bid to avert complete defeat and uncondi- 
tional surrender by prolonging the war. Meanwhile. 
our entire economy will have to be geared to the ac- 
celerated tempo of fighting. 


For business and industry, there will be little fur- 
ther need of “psychological” moves by the military 
services to step up lag- (Please turn to page 377) 





Less emphasis, in the new year, on civilian production is 
a certain prospect; only most essential civilian equipment 
will be permitted to be made. 
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The Trend Toward 


Stock Split-Ups 


What They Mean to Security Values 





By L.-0. 


“EF your stock doesn’t advance fast enough to 
please you, just use your influence with the di- 
rectors to split the shares. That can’t fail to do the 
trick, as it has done with Pepsi-Cola, Gamewell, 
Loew’s, Pan-American.” This challenging bit of ban- 
ter, hidden away in the financial columns of the 
New York Sun recently, was provoked by the De- 
cember epidemic of stock split-up announcements, 
all of which proved effective marketwise. It is a 
good starting point for a discussion of split-ups. 

Theoretically, a share of stock simply is a frac- 
tion of ownership in a corporation. If a company 
has 100,000 shares issued, each share is equal to a 
1/100,000th ownership. If each stockholder is given 
two shares for each present share, the company has 
200,000 shares issued and each share evidences a 
1/200,000th proprietorship. Essentially, and actu- 
ally, the two “new” shares mean exactly the same 
thing as did the one ‘old” share. Nothing has been 
changed except the unit of ownership. 

Long experience has proved, however, that in the 
stock market “the parts usually are worth more 
than the whole.” If the “ old” stock in the above 
illustration sold at $50 a share, the “new” stock 
probably will sell for more than $25, assuming the 
same market and corporate environment. Further- 
more, this will be true even if there is no increase 
in the dividend rate; that is, if the “new” stock 
pays $1.50 a share per annum against $3.00 for the 
“old” shares. A ‘split-up’, therefore, usually is re- 

Why should the stock market quite consistently 
garded as “bullish.” 
violate the time-worn axiom of mathematics that the 
parts are equal to the whole? The answer is partly 
psychological and partly financial. People like to buy 
a larger number of shares for their money. They like 
to own more shares. They fallaciously assume that 
a $25 stock is cheaper than a $50 stock. Also, a 
lower price makes possible a wider diversification 
of investments risks — the purchase of more issues 
without buying “odd lots” and thus paying 14 more 
when less than 100 shares is bought and receiving 
1% less when less than 100 shares is sold. More in- 
vestors will buy a $25 stock, other things except 
the fraction of ownership being equal, than a $50 
stock of the same company. 


The financial reason for the premium on bier 
priced stocks is explained to a large extent by pre- 
vailing margin restrictions. Back in the “good old 
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days” when margin requirements were low, and 
when margin trading was a popular Wall Street 
practice, it did not matter so much if a stock was 
not low-priced. A small amount of money would 
carry a lot of it on margin anyway. Today, there is 
a 40% margin requirement; and the public does 
not like to trade on margin. If a purchaser is going 
to buy for cash, he prefers lower prices. In no other 
way can he obtain a volume of shares, and here we 
get back to psychology again — traders think they 
can make more money if they own many shares 
rather than a few. Strangely enough, and perhaps 
partly because so many people believe it, this usually 
is the fact. 

The management of publicly owned corporations 
want satisfied stockholders, and most of them want 
a lot of stockholders. Stockholders are satisfied when 
the objectives of common stock investment are at- 
tained. These objectives are (a) income and (b) 
appreciation of principal. Appreciation of principal 
is obtained only when the market value of owner- 
ship increases. Of course, there is a point of dimin- 
ishing returns and split-ups must have at least a 
little “background” (they often have a lot of ‘back- 
ground’’), but two shares, even if representing the 
same thing, usually are worth more than one, es- 
pecially in an “enthusiastic” market. 


The history of split-ups, as shortly will be shown, 
proves beyond a shadow of a doubt that they usually 
result in an increase in the number of people who 
will buy the stock. This means more stockholders, 
and, of course, the only way to acquire stock is to 
buy it, either from old shareowners or from the 
company. If stock is bought from old owners, the 
price tends to be marked up; if it is bought from 
the company, new financing is effected and new 
funds are brought into the corporate treasury. Of- 
ten, it will be observed, a split is followed by an 
offering of shares either through rights to stock- 
holders or by a banking group. The split-up device, 
therefore, may be regarded as an aid to new financ- 
ing. 

Furthermore, corporate managements, like politi- 
cal leaders, watch the preferences of their constitu- 
ents. One does not need a Gallup Poll to see that 
the most actively traded stocks on the New York 
Stock Exchange for a long time have been lower- 
priced issues; it is necessary only to observe from 
day to day the prices of the issues included in “the 
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15 most active.” Again, if one studies the New York 
Stock Exchange list, he will be amazed to see what 
a preponderance of issues sell between 15 and 40, 
and how few sell above 75. Incidentally, if he studied 
the London Stock Exchange list, he would find that 
most London stocks are cut up into even smaller 
pieces than the shares traded in New York. 

There must be, and no doubt is, a price area which 
the investment public regards as “conventional,” 
as and a price area which the great mass of invest- 
ors looks upon as “prohibitive.” Likewise, there is 
a lower price area which marks a stock as “specu- 
lative” or “highly speculative.” Major Angas, one 
of our more expressive financial writers, has called 
it the “rubbish” area. No corporation management 
will “plan” splits designed to carry the price of its 
shares down to the “rubbish” area. 

During the late and unlamented bear market, 
some managements “de-split” their shares to make 
them sell at a ‘respectable’ or ‘loan collateral’ price; 
usually, under bear market conditions at least, this 
resulted in “the whole selling for less than the 
parts.” The new “de-split”’ shares were worth less 
than their equivalent in “old” lower-priced stock. 


The experience of General Motors from 1920 
through 1930 is interesting because the company 
during that; period “did almost everything” to its 
common stock with typical results. In February, 
1920, prior to a 10 for 1 split-up, the company had 
24,148 common and preferred stockholders, while 
one year later, in spite of bear market conditions, 
the number of owners had increased 103% to 49,- 
035. During the period in which the low-priced stock 
was traded, the number of holders grew to 71,382 
(second quarter of 1924). Then, in order to make 
the stock sell at a larger number of dollars per share, 
one share of new stock was given for each four old. 
By the third quarter of 1926, in spite of the grow- 
ing interest in common stocks generally and in 
motors particularly, the number of owners had 
dropped to 47,805, or 33%. A 50% stock dividend 
in 1926 resulted in an increase of 18.2% in the stock- 
holders list in six months. A two for one split in 
1927 accomplished a 26.7% increase in the share- 
holders list in nine months, this in spite of the fact 
that many people at this time were keeping their 
shares in brokers names instead of registering it 
directly. Then, in January, 1929, the stock was split 
again, this time 214 for 1, and in six months the 
list of owners had increased 75.8%. 

On the last record date prior to the 21% for 1 









si . : coat tay 
American Airlines whose transports you see cruising over one 
of our cities, contemplates a split-up to raise new capital. 
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split in 1929 (Novemhker 24, 1928), General Motors 
had 48,169 stockholders. Fifteen months later, there 
were 218,392 holders, an increase of 353%. Part of 
this very large gain, of course, represented trans- 
fers from margin accounts with brokers to outright 
ownership, and part of it was due to the unusual 
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One of the huge studios of Loew’s Inc. 


market conditions of that year; the fact remains, 
however, that the split-up resulted in the larger part 
of the increase in the shareholders list, that the 
increase would not have been nearly as large with- 
out it. 

Back in the 1920’s, when share prices increased 
so rapidly in the great speculation made possible 
by the inflation of brokers loans, there was an epi- 
demic of split-ups of pestilence proportions. It is 
interesting to review some of the old history and 
see what influence split-ups had at that time, when 
margin trading was easy and popular instead of 
difficult and “not the thing to do” as it is today. 

From April to November, 1929, following a four 
for one split, the number of common holders of 
Cities Service increased from 130,000 to 230,000, 
only to rise to 359,000 by the end of the year. In 
1927, before the 50% stock dividend, Woolworth 
had only about 3000 holders; by May 11th, 1930, 
after the stock dividend and the 214 for 1 split 
which followed it, the company had 24,646 stock- 
holerds of record. A 7 for 1 split of National Biscuit 
as early as 1922 and 1923 resulted in an increase in 
the number of owners from 3871 to 7718 in a period 
of 12 months. American Can’s stockholders list, 
when the stock was rising rapidly between January 
1923 and January, 1926, dropped from 2687 to 1568; 
but one year after the 6 for 1 split in January, 1927, 
saw an increase to 6974. Packard’s 1929 five for one 
split (the wisdom of which this writer always has 
questioned) resulted in a one year increase from 
22,000 to 59,000 holders. 

Analagous statistics could be presented, and are 
readily available in the writer’s past studies, to 
show similar increases in the stockholders lists of 
companies like General Foods, American Smelting, 
Paramount-Publix (the predecessor company of 
Paramount Pictures), Westinghouse Air Brake, 
Studebaker, Atlantic Refining, Consolidated Edison, 
Commercial Solvents, United Gas Improvement, 
Union Carbide & Carbon, and International Nickel, 
all of which split their shares. Contrasting these in- 
creases were relatively small gains in the same pe- 
viod by shares of what might be called “commen- 
surate” corporations, which did not increase their 
shares through split-ups or large stock dividends. 
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Rate of 
Split 

Aluminum Co. of Amer........ 3 for 1 
American Airlines........... 2 for 1 
Chicago Flexible Shaft....... 3 for! 
Devoe & Raynolds B......... 5 for! 
on hi dn SAAS 3 for 1 
Hart, Schaffner & Marx...... 21/2 for 1 
Lerner Stores............... 3 for! 
Le, aaa 3 for! 
Louisville & Nashville........ 2 for! 
MET MEEERDS 5 50) wim in: 9 sisi 6,0 6 « 2 for! 
Outboard Marine & Mfg...... 2 for! 
Pan American Airways....... 2 for 1 
Pennsylvania Salt Mfg....... 5 for] 
J SSS 3 for! 
Royal Typewriter........... 3 for! 
Scheniley Distillers........ 3 for 2 


(a) No date yet. 
(b) Price Nov. 1, 1944. 


(d) One month before announcment. 
(e) Not yet approved. 





There is absolutely no question but that a split-up 
tends to increase a stockholders list, and thus at- 
tract buyers into the issue. That is, so long as it 
does not result in prices so low as to make the stock 
approach the price level of “rubbish.” Fundamen- 
tally, this is the reason split-ups — or large stock 
dividends which effect exactly the same thing in a 
different way — are “bullish.” They make the stock 
“available” to the pocketbooks (or whims?) of a 


larger number of investors. 


During the past 12 months there have been quite 
a number of split-ups. Among them might be men- 
tioned Chicago Flexible Shaft, Royal Typewriter, 


Aluminum Company of America, 
Lerner Stores, Hart, Schaffner & 
Marx, Pepsi-Cola, Pennsylania 
Salt and American Airlines. The 
managements of Westinghouse 
Electric & Manufacturing and Ray- 
theon Manufacturing have stated 
that they are studying split-up 
plans. There have been numerous 
rumors about other stocks, some 
like the one concerning American 
Telephone & Telegraph, entirely 
without foundation. 


This has made thoughtful peo- 
ple ask whether the financial com- 
munity is about to enter a new 
split-up era, such as it experienced 
in the 1920’s. The arguments that 
this is a possibility are obvious. 
For three years there has been a 
very pronounced trend in trading 
favor toward low-priced shares. A 
dozen or more stock issues have 
been split only recently. A _ bull 
market has made many stocks rise 
rapidly in price, and the “average” 
price of all stocks has advanced. 
The public has shied away from 
stocks selling above $50 or $60 a 
share, regardless of their quality. 

The participation in this bull 
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Some Recent Split-Ups 


(c) Old stock; new not traded when this table was prepared. 








Price of 
'Old’’ Sto 
Approved by 1 mo. Before 
Stockholders Approval 
Oct. 28, 1943 112 
Dec. 6 80 
July 12 97 
Nov. 17 34 
Nov. 30 39 
March 14 2412-25 
Nov. 15 40 
(a) 65(b) 
(e) 89(d) 
Oct. 3 56 
(a) 43(b) 
(a) 313% (b) 
Oct. 25 180 
Nov. 8 56% 
Oct. 26, 1943 59% 
June 9 53 




























market has been centered on 
poorer quality shares, probably 
largely because of the inhibitions 
(both financial and psychological) 


Recon against margin trading; and some 
rice . e 
37 analysts are of the opinion that 
4212 fundamentally and _ historically, 
36 highly speculative shares have be- 
8V/2 come dearer than quality shares 
a in consequence. 
a0 It may be pointed out, too, that 
110(e) our tax laws encourage smaller 
26 investors to buy more and more 
47(e) common stocks and discourage 
ae wealthy people from owning them; 
66 and that in the long run the mer- 
21 chandise is made to suit the cus- 


tomer. The customer, the smaller 
investor, wants low-priced shares. 
London shares always have been 
cut up into smaller units than New 
York stocks, and if New York is 
to become a great international) 


market after the war, it is likely to follow this as 
well as other London procedures. 


On the other side of the picture, it may be pointed 
out that thus far the American public has not 
shown an appetite for shares anything like that 
which it demonstrated in the 1920’s, notwithstand- 
ing the greater surplus of investable funds. There 
seems to be less need for common stock financing 
than there was at that time, so the incentive for 


split-ups is smaller. Not many stocks sell on the 





New York Stock Exchange or on the Curb for more 
than $60 or $70 a share — not nearly as many as 














Possible Future Split-Ups 


(Unless otherwise indicated, there are no known plans 


— * 











for ital 
Recent 
Price 
Aluminum Co., Ltd..... 89 
Amerada Corporation .. 103 
Chrysler Corp. ........ 92 
eee ree 136 
Douglas Aircraft ...... 69 
Dresser Industries ..... 57 
ESS ost a5 seas eos 159 
Eastman Kodak ........ 176 
I a 56 
Food Machinery ....... 64, 
General Mills, Inc. .... 118 
Hazel-Atlas Glass ..... 109 
Ingersoll-Rand ......... 107 
Johns-Manville ........ 104 
Mead, Johnson & Co. 159 
G. C. Murphy ......... 82 
eo 110 
Pepperell Manufacturing 150 
Raytheon Mfg. ........ 58 
Westinghouse Electric.. 117 


under current consideration) 


Suggested reason for future split 


Aluminum Co. of America, the American affiliate, already 
has been split. 

Stock is too high to be popular with small invesors. 
Company has only 1/10 as many shares General Motors and 
price of shares is out of reach of small investor. 

Price of stock high enough to discourage wide public 
ownership. 

Highest price aircrat manufacturing issue has only 600,- 
000 shares issued, which is small amount for so large an 
enterprise. 

Price has been doubled in recent years, and lower price 
seems desirable for company. 

High price of shares obviously prevents a wide distribution. 
Price of shares long too 
ownership. 

Rapid recent rise in shares of modestly capi pany. 
Rapid rise in shares has carried price beyond limits of 
medium priced stock. 


—_— | 





- Price of stock too high to attract ordinary investor. 
“ Another good stock priced high enough to make many 


investors regard it out of their reach. 

Higher than most machinery issues, and management thought 
to desire broader ownership. 

One of the highest priced building issues, now within reach 
of only more wealthy investors. 

One of the highest priced issues on the New York Curb 
Exchange. 

More popular investor interest would result if shares were 
available at a lower price. 

As large blocks held founders are distributed a wider 
market would seem desirable. 

A stock which would have real popular appeal if split about 
four for one; even then the company would have only 
about 400, 000 shares issued. 

Announced in recent annual report that split-up is being 
cosidered. : 

c four for one split-up of common and 





ery we 
preferred stock. 
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high to encourage wider public 


in the middle 1920’s. (Please turn to page 385) 
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Washington Sees: 


The year 1945 will find morale in the opera- 
tions of government business—which this year, 
more than any other in recent history, is every- 
body's business—at its lowest point since the 
court packing fight. 


The kickback on sub-cabinet appointments 
merely pointed it up. The pitched batile touched 
off by that happening will permeate war and 
peace, production and reconversion, taxes and 
spending. 

Not a pleasant outlook, but a realistic one. 
The necessities of the first years under President 
Roosevelt brought on a complete collapse of the 
system of three co-equal branches of govern- 
ment, with the executive completely dominating 
the legislative, and with a suspicion frequently 
voiced that “the Supreme Court reads the elec- 
tion returns.” 


As 1945 begins, the cycle seems to be nearing 
completion; the pendulum has swung back to 
the point where the legislative branch is in open 
warfare with the executive, and the challenge is 
accepted. It can mean only one thing: a knock- 
down-drag-out-fight in which no holds will 
be barred. 


For a decade, a coalition of conservatives has 
held in check the designs of those who planned 
the brave new world overnight; yet there was 
sufficient White House support in a nucleus of 
ardent New Dealers who could count upon one 
bloc or another to put over any proposition that 
had merit. President Roosevelt this year faces a 
coalition of another sort. 





esaaaae 





By E. K. T. 


TAXPAYERS, corporate and individual, will be 
cheered by an apparent start early in the year on 
the long-delayed general revision of the income tax 
law. The play of one group against another will be 
jockeyed through the months until the deadline ar- 
rives for a new revenue act, at which time there will 
be nothing concrete to proceed upon and the usual 
makeshift tax law will go on the books. 
NECESSITY of an abnormally high (compared to 
peacetime) tax intake backed by law, coupled with 
the requirement that citizens put more and more 
of their money into war bonds on a voluntary basis, 
adds up to a revenue act to yield billions less than 
Congress knows to be good government management. 
But the psychological damage of a bond drive that 
fails (if that would ensue in the wake of stiff tax 
increases) will temper the enthusiasm of the high- 
tax advocated. 


GOVERNMENT SPENDING, as always, will continue 
to be ruled by the necessities of the day. Congress 
may show a tendency to maintain a closer watch 
over appropriations and authorizations but even the 
saving of millions means little in years when billions 
are being paid out. 


AUTHORIZATIONS for war expenditures will edge 
up to the $300 billion mark. Actually, spending will 
be many billions less than appropriation bills in- 
dicate, for it always is necessary to anticipate and 
provide for virtually everything within the realm 
of war’s cost. Some members of Congress are of the 
opinion that it is dangerous to have too much availa- 
ble money “lying around” and there is certain to be 
a curb on new authorizations. That may give the 
impression that the war is costing less than in 1944, 
but the picture is deceptive, distorted by the dis- 
tinction, too often lost, between the terms authoriza- 
tion and expenditure. 

BOND DRIVES will continue, even though the war 
takes a turn for the better, with at least two more 
scheduled for 1945. If the reversal in Europe is pro- 
tracted or becomes worse, one or more additional 
appeals will be made. Those calls for even greater 
financial participation in the war will come in the 
face of a substantial spending spree which saw 
American consumers, in 1944, part with 97 billion 
dollars for goods and services—1% times as much 
as they spent in 1939. 
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Observers view with keenest interest the new congres- 
Sional line-up as it emerges at the turn of the year. The 

coalition now apparently facing the Administration does not have 
the experience and precedents upon which both the conservatives 
and liberals proceeded. 






















Irying its wings for the first time will be a union of 
ultra-New Dealers and diehard conservatives who teamed for the 
first time to oppose State Department nominations - a crew in the 
field of Government thought that could encompass, at the same 
time, a Senator Pepper and a Senator Langer. 



























There no longer is liaison between the two historic 
buildings which stand one mile apart on Pennsylvania Avenue, the 
Capitol at one end and White House at the other. 

Two points will be made against the Administration re- 
peatedly throughout the coming year; made with the purpose, and 
probably the effect, of defeating acts needing the approval of 
Capitol Hill. 










































One is the query from the democratic side of Congress: 
Who won the election? Party members viewing lists of appointees 
to high office see more Republicanism than they can stomach. 




























Another is the by-passing of James F. Byrnes, veteran of congressional 

x service before he went on the Supreme Court bench, and aspirant for the 

I= vice-presidential nomination which he thought he had cinched, and which his friends 
in the Capitol and in the Southern states also thought was his. Byrnes has 

E remained a good soldier but while he has exculpated "the Boss", his friends 

h haven't. 

C 

S 





A master of political footwork, FDR sees what lies ahead and will divert 
additional responsibilities Byrnes' way. Should his "Assistant President" decide 
to pull out, Fred Vinson would be an acceptable substitute to Congress, members 
of which don't like to overrule either. But if both Byrnes and Vinson leave in 
1945 -=- and there's that possibility -- a Roman holiday will ensue. 
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The second quarter of 1945 shapes up as the most troublesome one. The 
effect of wrong guessing on military needs will be felt most severely at that 
time. Industry will be asked to do the impossible again -- leaving the impression 
that, had industry performed efficiently in the first instance, the existing 
: emergencies would not exist. 
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The paradox of surplus war property disposal at the same time that war 
industry is being asked to produce more than ever before won't be pronounced 
° because the property disposal agency (which eventually will be Byrnes) will 
indulge in more thumb-twiddling than selling. 
{ 








Reconversion can be forgotten for manv months to come. The War Production 
Board's experience with "Spot" reconversion in which production of a limited 
number of items for civilian use was tried, taught WPB a lesson. Industries 
with limitation orders in effect saw the war ending, piled down to Washington 

to demand relaxation. 
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That psychology swept into war plants, and even into government agencies, 
and personnel melted away. It even seeped into the market for government 
securities, causing the Treasury great concern as a Sixth War Loan Drive was 
getting under way. 








There will be more planning and less talking reconversion in the future. 
When the proper time arrives, a fairly complete blueprint will be ready. 








There will be one major departure from this general premise. Something 
will be done about the plight of agriculture. Having lost sons and farm labor 
to the military forces and industry, the farmers have had to rely upon the 
more modern methods of cultivating the soil and harvesting the crops. The 
demand for tractors, combines, corn pickers, plows and other machinery has 
skyrocketed. The market has been drained. 








Just prior to the 1944 election an order was issued with great fanfare, 
ending rationing of farm machinery. But there just wasn't any machinery available. 
Adding fuel to the flames was the fact that export data revealed many of the 
needed types of implements were being sent to Allied Nations. 








Farmers had little to complain about in the lLend-lease system up to then. 
They no longer were troubled with the problems of surpluses, for those were being 
turned into cash crops. 





But when it was found that the machinery, too, was going, a howl went up. 
That howl will be echoed in farm bloc participation in the critical re-examina- 
tion to which lend-lease will be subjected in 1945. 

In its beginnings, lend-lease was regarded a good strategic maneuver. 
It was reasoned that it is better to give another man a gun to exchange shots 
with your enemy, than to engage personally in the fray. 














This year will see lend-lease fashioned into a weapon to force from Allied 
Nations, particularly Great Britain, concessions of a political and diplomatic kind. 
Congress will demand, and get, a check-rein on the funds. The pull or release of 
that rein will depend upon the behavior of the recipients, not necessarily in a 
military way but more likely in a political way. 








The unwritten Four Freedoms will be the stick against which contributions 
to other countries will be measured. 








The outlook is fraught with peril. International friendships built up 


over a period of four years may be irreparably damaged by a single roll call 
vote in congress. FDR will fight it. but congress backed bv numerous large 


nationality groups will plunge into the subiect and gain its objective. 
The retaliation will come at the pveace table. the place where amity is 
paramount. 














There is a strong probability that 1945 will see the beginnings of the 
peace table. There is a certainty that the Senate will anticipate the actions 
or the eonference and "write the peace" far in advance of the official actions. 
When that body gave up its fight against Presidential appointments to the 
State Department there was an oral agreement that the new men would be fired if 
thev failed to adhere to the foreign policv of the Administration. 

















Unfortunately there is no agreed foreign policy. Each senator will be his 
own interpreter, the State Department will be the goat, and Mr. Roosevelt's choices 
of five aides to Secretary Stettinius will prove one of his most unfortunate 
actions, probably through no fault of his or their's. 
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Which Industries Offer 
Best Prospects for 1945: 


FO the sixth time since Europe was engulfed 
in war — and the fourth time since the attack 
on Pearl Harbor brought this country into the con- 
flict — an old year has passed into history and a 
new year begins. Traditionally it is the season for 


_ taking stock and for looking ahead —the season 


in which business analysts must venture opinions 


' as to “how things look” for the coming twelve 


months. 


But the war does not stop on New Year’s Day 
even momentarily, and the time periods of the 


_ calendar have no relation to its course nor to the 
' activity of the industries which, directly or indi- 
| rectly, are now so largely dominated by war’s 
' demands and influences. There are now just two 


} 
| 


dates that have special significance for industry 
and they are unknown: the date of defeat of Ger- 
many, the date of defeat of Japan. The first very 
likely will fall within 1945 but no one can guess 


' within which month or quarter. When the second 
' will come is conjectural even as to the vear. 


Therefore, in appraising the outlook for the ma- 


' jor industries individually — which is the purpose 


of this article — it would be fruitless to do so from 
the perspective of calendar time. Instead, one must 
think in terms of a special kind of “war time” which 


_ is denoted not by months or years but by events. 


For industry the prospect during the remaining 
period of the war in Europe is one thing, some- 
thing else again for the subsequent period of con- 
tinuing war against Japan alone, still another thing 
for the post-war “catching up” period of civilian 
business activity, and again different for the period 


| of “new normalcy” which eventually will come. It 
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For Short Term-- For Longer Term 
BY WARD GATES 





is from these distinguishing perspectives that this 
article will proceed. 

For the first period —the period of continuing 
war both in Europe and the Far East —the out- 
look for each industry is that substantially the pres- 
ent activity will be maintained, with no important 
new divergencies in volume or earnings trends. 
Civilian business volume can not expand, but neither 
will there be significant contraction. And the “war” 
industries, despite boosted schedules in selected 
military items, are unlikely to enlarge present ag- 
gregate output materially. With a few exceptions — 
most notably in the steel industry where the earn- 
ings trend for most companies continues slowly 
downward — the increasing “know-how” in war pro- 
duction will cancel out the effects of creeping wage 
advances (to the extent that they are not offset 
anyway by reduced tax liability), thus tending to 
maintain earnings close to present levels. We are, 
of course, talking about industry earnings. Among 
the war producers, but not elsewhere, individual 
company earnings will continue to be affected vari- 
ously and unpredictably by selective shifts in war 
contracts. 

This is the period of greatest abnormality in 
volume and earnings; the period in which civilian 
goods are hardest to get and easiest to sell. Earn- 
ings in some industries are abnormally good, in 
others abnormally poor. Perhaps the fact of ab- 
normality — especially where it is pronounced in 
given industries — is the one thing investors should 
strive to be most aware of, for abnormality itself 
surely implies coming change. These days many 
a brilliant earnings performance is not due at all 
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to the wisdom of the management but merely to 
the fortunes of war. Conversely, where an indus- 
try’s present position is not so good, it may be 
due solely or largely to wartime factors. As the 
conflict drags on and war becomes in some degree 
an accepted way of life, it becomes easier for in- 
vestors to forget that the foundations underlying 
many of the shifts in relative positions of the in- 
dustries are temporary. For example, we have re- 
cently seen railroad stocks reach the highest levels 
in many years, even some of the most speculative 
rails, while many building stocks — particularly the 
most speculative— have been somewhat laggard. 
Yet it should not take much reflection to realize 
that present railroad traffic is abnormally inflated, 
present building volume abnormally deflated. 

Before discussing the probable future shifts af- 
fecting the industries it may be worth while to 
note briefly where the greatest abnormalities have 
developed in earnings levels incident to the war, for 
in the final “payoff” it is earning power that most 
concerns investors. 

The largest degree of war-created “inflation” of 
earnings is in the following industries: Railroads, 
sugar companies, meat packing, cotton goods, wool- 
en goods, aircraft, shipbuilding, coal mining, real 
estate companies, tractions, leather tanning, high 
cost non-ferrous metals mining companies, hotel 
and restaurant business, copper and brass fabrica- 
tors. In lesser degree, but nevertheless above aver- 
age, there is also some war “inflation” —in the 
writer’s opinion —in present earnings of distilling 
companies, the motion picture industry, the second- 
ary rayon companies, the oil companies, bus trans- 
port, machinery, heavy steels, drugs and pharma- 
ceuticals and many electrical equipment companies. 


At the other extreme most companies in the. 


following fields are likely to earn more money after 
the war than now, in some instances because present 
volume is depressed, in others because of exceptional 
vulnerability to wartime taxes: Cigarettes, snuff, 
soft drinks, lumber, cement, paper products, paint, 
flat glass, utilities, and the larger automobile com- 
panies. The omissions from these lists — and they 
are numerous—are “average situations’, where 
earnings levels are not greatly better or worse than 
they were before the war. 


In looking ahead to the phases after defeat of 
Germany, it is not feasible to generalize; and for 
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A butadiene plant, feeding our tire industry with war-vital 

synthetic rubber to meet stepped-up military demands. 
that reason we shall from here on consider the 
more important industries alphabetically and neces- | 
sarily with considerable conciseness. 

Aircraft: The industry as a whole probably is’ 
at or near peak monthly levels, with further volume — 
gains indicated only in heavy bombers and longest- 
range fighters. Whether 1945 dollar business will! 
equal, or moderately exceed or fall somewhat below 
1944 depends mainly upon how soon the European | 
war ends and is therefore unpredictable. Profits of. 
most makers appear to be levelling out, and those 
of light plane makers and of producers of short) 
range Army fighters have passed their peaks. Profit | 
outlook for the rest of the war (both wars) is | 
relatively best for companies largely preoccupied | 
with the heavy bomber program and for makers of | 
the most favored types of Naval aircraft. 


Dividend increases are unlikely — and some re- 
ductions this year would be no surprise — as work-! 
ing capital needs are large and severe transitional 
adjustments must be reckoned with. On the favor-' 
able side, there has been no privately-financed over- | 
expansion of facilities and the financial strength 
of most companies has been greatly augmented. 
At a minimum, post-war volume probably will be 
at least five times pre-war — with defense main-! 
tenance and “educational” orders likely to exceed | 
total civilian business greatly for an indefinite time. | 
The chief future uncertainties are profit margins, | 
competitive shifts in company positions and taxes. | 
The stocks can not be accorded investment status | 
and the possibilities for the smaller companies are | 
especially speculative. 

Air Transport: For the near term the increasing 
supply of transports in service, plus a continuing | 
high average pay load per plane, promises excel- | 
lent profits for most companies, with some further | 
gains for domestic lines. For the longer term, de- 
spite strong growth trends in volume of business 
to be handled, there are—from an investment view— | 
some drawbacks and uncertainties. For a long time | 
to come, capital expansion needs will take precedence | 
over dividends, and where dividends are paid the 
motive will be to facilitate equity financing. As 
maturity permits slowing or cessation of capital 
expansion, will invested capital return adequate | 
profits, unlike past experience in other forms of | 
transport? No one can be sure of a favorable an- 
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swer. It must not be forgotten that this will re- 
main a Government-regulated industry. That im- 
plies that volume gains will be balanced by periodic 
rate reductions and that return on invested capital 
will be controlled net sly by competition but by 
regulation. Basicall; therefore, the longer-term out- 
look for the stocks is juite speculative, although 
they probably will reta n their present popularity 
for some time to come pecause of the speculative 
appea! uf the “growth factor” which now has the 
spotlight to the exclusion of less bullish considera- 
tions. 


The Automotive Industry 


Automobiles: Profits appear substantially stabil- 
ized — as do dividend payments — for the duration, 
at levels which are well above pre-war figures for 
the secondary companies, below pre-war, although 
now at “fair” levels, for the leading makers. In 
the writer’s opinion, reconversion will be neither 
particularly difficult nor protracted; and the pros- 
pective civilian output for the first production year 
(after reconversion) continues to be a minimum 
of 2,000,000 cars. The timing of the changeover 
remains unpredictable, depending on the course of 
the war. Meanwhile, working capital positions have 
been built up strongly. 


Post-war volume potentials are clear-cut and de- 
finitely favorable. Accumulated domestic and export 
demands promise output of 5,000,000 to 6,000,000 
units a year for at least four years. Naturally, 
this prospect has not gone undiscounted in the stock 
market; and it has gone relatively farthest in the 
case of the most speculative stocks on the theory 
that there will be enough business for all, including 
companies whose position was marginal before the 
war. Despite the favorable volume prospect, the 
earnings outlook for the “catching up” years is 
not without considerable uncertainty with respect 
to labor costs, prices, operating margins and taxes. 
Fundamentally, this industry is substantially ma- 
ture and in investment thinking the replacement 
boom should not be confused with “growth”. 

Automobile Accessories: Most companies in this 
field were able to convert to war production more 
readily and quickly than the automobile makers. 
As a result, industry profits have compared more 
favorable with pre-war than those of the auto com- 
panies. In this respect, they have less to gain from 
peace than either the largest motor companies or 
the so-called independents. Volume potentials are 
identical with those of the motor industry. Even 
marginal companies probably will have enough busi- 
ness during the “catching up” phase. For inherent 
reason of dependency on the patronage of a limited 
number of large customers, the basic investment 
status of the majority of these stocks will remain 
inferior to that of the most successful automobile 
manufacturers. 

Building: Present volume, especially in privately- 
financed construction, is low and earnings of most 
companies are probably much below post-war po- 
tentials. Because it is so large an employer of labor, 
the field will be given a prompt “green light” after 
V-E Day but that does not mean revival can be 
fast. For inherent reasons the construction industry 
—not an industry at all in the sense of the motor 
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industry but a sprawling conglomerate of materials 
makers and thousands of local contractors —is a 
slow starter. It will take time to get the contracts 
rolling, replenish inventories of materials, assemble 
labor crews, etc. 


On any estimate of deferred effective private de- 
mands and of probable public projects, post-war 
volume will be much above the pre-war average for 
some years of the peace period. Beyond this gen- 
erality, however, the possible scope of the widely 
expected boom is more than a little conjectural 
since much will depend on costs, the level of rents, 
national income and “confidence”. Among these 
influences, a substantially inflated cost structure 
is, unfortunately, the most tangible. Of importance 
to far-sighted and patient investors, most building 
stocks are not at particularly high levels in their 
long-term market cycle. 


Chemicals: In terms of consuming outlets, this 
is the most diversified of all industries. Despite 
shifts in production emphasis, output is predom- 
inantly in regular lines as useful in peace as in 
war. There is no significant reconversion problem. 
Further long-term growth is assured, though not 
for some time will peace volume exceed present 
wartime activity. Profitwise, the benefits of the 
latter are about balanced, for most companies, by 
wartime taxes, with net income and return on in- 
vested capital no better than in good or fair pre- 
war years. In any event, the industry has more to 
gain from eventual tax relief than it is likely to 
lose from temporarily reduced volume. An added 
investment attraction is low unit labor costs and 
generally effective control over operating costs. 
There will be no significant change of present status 
for the duration and no serious transitional let- 
down. The drawbacks from an investment point of 
view are chronically high price-earnings ratios and 
low dividend yields in the case of the better stocks. 
On an average, this group moves much more slow- 
ly than the market as a whole, both on advances 
and declines; and from present market levels the 
appreciation potentials probably are rather limited. 


Foods: In the food trades all branches have gained 
in physical volume and even more so in dollar 
volume (because of sharply higher prices) as a 
result of the war. Even at a prosperity level of 





Air travel is due for tremendous postwar expansion, both 
domestically and worldwide. 
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peacetime national income, volume—presently in- 
flated by military and lend-lease demands — will 
be lower than now. But most companies stand to 
gain more from even moderate tax reduction than 
will be lost by return to more normal sales figures. 
With a few individual exceptions, present profits 
are abnormally good only among meat packers and 
sugar producers. The latter perhaps will remain 
good for another couple of years. On the whole, 
the corn refiners, flour and cereal millers, bakers 
and packaged food companies should do better in 
post-war than now. In this field are a number of 
stocks of good investment status but with below- 
average appreciation potentials because of normal 
stability. 

Household Equipment: Much above-average vol- 
ume is assured for the “catching up” phase but 
deferred needs can be filled much more quickly than 
in the case of automobiles or building. It would 
be rash to count on more than two post-war years 
of exceptional activity and it may well be less in 
lighter items. For the longer term, competition 
will be sharply increased except in the apparent in- 
stance of floor coverings. Among most of these 
companies war-work profits are fair to good now, 
and it is somewhat questionable whether they will 
be importantly better before the “catching up” ac- 
tivity runs its course, since much of the latter may 
be under tax rates not far under present levels. 

Machinery: Prospects here are mixed. In every 
category war-work volume, plus regular line output 
in some instances, has provided sales far in excess 
of any conceivable level of “normalcy”; and for 
this broad field as a whole profits are above the 
best pre-war figures since 1929. Hopes for post-war 
activity rest heavily on export potentials, secondar- 
ily on deferred needs of civilian goods industries. 
Aside from the “catching up” phase which may 
ke 





Frederick Lewis Photo 


Steel mills, in 1945, will have to go full blast to keep 
our war industries supplied with the vital raw material 
they produce. 
last a couple of years — with sales far above pre- 
war levels, but less than now, and with taxes also 
still high — long-term export potentials will depend 
on world conditions not now predictable and on 
trade policies not yet formulated. Whether long- 
range domestic potentials are materially better than 
pre-war results will depend on whether this coun- 
try attains a full employment prosperity extending 

to active capital goods investment. 
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Prospects seem most assured for farm machin- 
ery, office machinery and relatively light machinery 
for consumer goods industries than for heavy in- 
dustrial or electrical equipment. However, the dis- 
tinctions are substantially — perhaps excessively — 
allowed for by prevailing differences in market 
prices. The favored farm and office equipment stocks 
are selling at rather advanced price-earnings ratios. 
So also, for that matter, are the leading electrical 
equipment stocks, despite prospect of increased com- 
petition in their household lines as previously re- 
ferred to, and a question as to the longer-range 
vista for their capital goods lines. Machine tool and 
heavy industrial machinery stocks are mostly more 
modestly priced but it must be noted that, with 
few exceptions, they are not of investment status. 


Retail Trade 


Merchandising: Excepting in durable goods, re- 
tailing offers above-average stability and a normally 
good return on invested capital, which is why there 
are so many large and small enterprises engaged 
in it. For most companies, operating margins are 
now unusually good due to swollen volumes, re- 
duced credit losses and curtailment of costly inci- 
dental services previously offered customers. 

On the other hand, due to high taxes, net income 
and return on capital are not much out of line with 
experience in best pre-war years for the field as 
a whole, despite a considerable number of individual 
exceptions. Future volume prospects are, as always, 
closely geared to national income and the price level. 
Gains for the rest of the war period will be moder- 
ate at best, but the reconversion period letdown will 
also be moderate. From an investment point of 
view, the prospect is above-average for the near- 
term, for the “catching up” phase and also for the 
true long-term. But since this is so widely recog- 
nized, most of these stocks are rather far advanced 
in their historical market cycle as measured by 
highs and lows of the past ten or twelve years. 
Due to the foreseeable shift of emphasis in coa- 
sumer spending in the months after V-E Day, stocks 
of retailers engaged wholly or importantly in dis- 
tributing durable goods appear to have superior 
potentials from here on, as compared with most 
“soft goods” retailers. 

Metals: Market action of stocks of companies en- 
gaged in producing copper, lead, zinc, molybdenum, 
aluminum and magnesium has persistently been 
poorer than average throughout the present bull 
market. That this consensus has a valid basis seems 
undeniable. Whether or not it is overly pessimistic 
is, of course, more problematical and only time will 
tell. For all of these metals there is considerable 
apprehension over a post-war surplus threat in 
virgin product or scrap or both. Some of these 
stocks may well merit consideration on a vield basis 
but for the group as a whole the appreciation po- 
tential is probably below average. Earnings in most 
cases are well above the pre-war average now and 
should remain so for the duration. However, some 
of the copper companies particularly are now feel- 
ing something of a squeeze as operating costs in- 
crease and ceiling prices stick. 

Movies: All listed motion picture companies are 
showing excellent profits as compared with nre- 
war. Attendance is very (Please turn to page 380) 
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Courtesy Dumont Television 


A the latest contributions to the problem 
of how to combine the feat of balancing the in- 
ternational payments of Great Britain with the full 
employment policy (which probably will prove in- 
soluble) has been the publication of the British war- 
time export figures and of an essay by Sir William 
Beveridge on “Full Employment in a Free Society”. 

The trade figures show that British exports de- 
clined from £471 millions in 1938 to £232 millions in 
1943, or by 51 per cent and that in order to export 
some $750 million of goods after the war (it is now 
generally accepted that to balance her post war in- 
ternational payments, Great Britain must expand 
her exports at least 50 per cent above the pre-war 
level), the exports must increase at least three times 
from the present level. It was found that British ex- 
ports declined during World War II somewhat more 
than during World War I. 

One of the articles, the exports of which were 
drastically affected by the war, was coal (the 1943 
volume was only 10 per cent of the 1938 volume), 
then steel products (declined likewise to only about 
10 per cent of pre-war volume), and motor vehicles. 
The value of machinery exports was cut to about 
one-half. Best maintained were the exports of 
chemicals and textile goods. The distribution by 
countries showed that the exports least affected 
were those to Africa, Canada, and the United States, 
whiskey accounting for one-third of the trade with 
this country in 1943. 


One of the problems that Sir William Beveridge 
attempts to answer in his essay is to what extent 
full employment is likely to affect the ownership of 
industry. This answer is indirect. He finds that state 
control over the total amount of expenditures year 
after year is more essential in creating purchasing 
power and demand for goods (and hence employ- 
ment) than the ownership of industry. “Socializa- 
tion of demand is more important than socializa- 
tion of the means of supply.”’ However, Sir William 
believes that the extension of public ownership (na- 
tionalization) can be helpful in widening the State’s 
control over the volume and direction of investment. 
Incidentally, full employment as he understands it 
does not mean that there is no unemployment, but 
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simply that unemployment is reduced to shorter in- 
tervals of standing by, with a fair certainty that one 
will soon be wanted again to work. 

One of the most clear-cut answers to the problem 
of combining the balancing of international pay- 
ments with the full employment policy has been 
provided by Dr. Nichols Kaldor, professor at Cam- 
bridge, in the appendix to Beveridge’s essay. Dr. 
Kaldor contends, and introduces figures to prove his 
argument, that if Great Britain decides to have full 
employment with no restrictions on either consump- 
tion or investment (capital goods for moderniza- 
tion of industries), her international payments after 
the war are likely to close with an adverse balance 
of £200 to £300 million which will have to be either 
borrowed or obtained by the sale of British over- 
seas investments. The alternative, he says, must be 
a check on consumption, either by means of ration- 
ing or by maintaining the income tax at an almost 
wartime level of 40 to 45 per cent. 

Some idea as to the size of future British budgets 
has been given a few weeks ago by the Chancellor 
of the Exchequer. He anticipates the rise in costs 
of social services, at present around £164 millions, 
to almost £500 millions, when new social aid schemes 
become fully operative. At the same time there may 
be a tripling of debt charges which before the war 
amounted to about £200 millions a year. Total Brit- 
ish budgetary expenditures before the war averaged 


about £750 millions a year. 
* * * 


Ever since 1940, the British have been almost 
as short of Canadian dollars as of American dollars. 
To enable Great Britain to buy Canadian products 
and services at a rate exceeding $1.5 billion a year, 
a mutual aid arrangement was agreed upon (much 
in the style of our lend-lease aid) under which the 
British got outright “gifts” of Canadian dollars. 
These “gifts” have amounted to about $2.8 billions, 
including $800 millions provided during the present 
fiscal year ending March 1945. In return, Great 
Britain has been paying for the upkeep of Canadian 
troops in Great Britain. This saved Canada $130 
millions in 1943 and around $500 millions this year. 
Should the war in Europe end sometime next year, 


351 











with the British requirements of Canadian muni- 
tions, food and raw materials falling off materially 
while Canadian troops continue to stay in Europe, 
it is quite possible that Britain’s mutual aid to 
Canada may for the first time in the war exceed 
Canada’s mutual aid to Great Britain. 


It may be fairly safe to assume that the recent 
visit to Ottawa by the British Mission headed by 
Lord Keynes had as its purpose a discussion of the 
balancing of payments between the Dominion and 
Great Britain. It is also quite likely that financing 
the postwar trade between the two countries was 
touched upon, especially since Canadian business- 
men have been worrying lately about the prospects 
of the Dominion’s postwar trade. 


The reasons for this concern may be summarized 
as follows: (1) The great expansion of productive 
capacity during the war will make the Dominion 
even more dependent upon foreign trade than be- 
fore the war, particularly if the political and eco- 
nomic situation at home requires the fully employed 
labor force; (2) Great Britain, which took some 75 
per cent of Canadian exports before the war, will 
very likely continue to be short of Canadian dollars 
for some time after the war, partly because she will 
be able to sell fewer industrial goods to Canada, 
now that the Dominion is approaching industrial 
self-sufficiency, and partly because she will earn 
fewer dollars from carrying Canadian trade and 
from her Canadian investments which will be but 
a fraction of the pre-war ones. The Canadians be- 
came aware of the reality of this problem a few 
months ago, when the British suddenly reduced im- 
ports of Canadian fruit, giving the insufficient sup- 
ply of Canadian dollars as the reason. 

One of the most realistic suggestions in regard to 
the financing of a part of the post war exports to 
Great Britain was made by Mr. J. A. McLeod, presi- 
dent of the Bank of Nova Scotia. Mr. McLeod sug- 
gested at the Bank’s annual meeting, that such as- 
sistance could take the form of an extension of 
mutual aid for special reconstruction purposes in 





‘ Air view of British Parliament Buildings in London 


the immediate post war period. A long-term loan at 
unusually low interest rate was also hinted at, as 
well as special credits under Canada’s new Export 
Credit Act passed last Summer. 
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Such credits or loans could be extended, however, 
for only a few years, since sooner or later Canada 
is bound to use again the balances resulting from 
her excess of exports to Great Britain in payment 
for her excess of imports from the United States. 
That is how her international payments worked 
before the war, and that is how they will very 
likely again arrange themselves after the war. The 
alternative, as the Canadian economist, Dr. C. D. 
Blyth sees it, would be for Canada to meet the de- 
ficiency of U.S. dollars from her liquid reserves or 
by importing capital from the U.S. This would mean 
that the Dominion would be getting itself deeper 
and deeper into the debt with this country, while 
at the same time becoming increasingly a creditor of 
Great Britain. 


French Zig-Zag Course 


The French Provisional Government continues 
merrily on its zig-zag course. Following the return 
of General de Gaulle from Moscow, the opposition of 
the Communist Party to elections next Spring is 
reported to have disappeared. This is interpreted as 
meaning the end of troubles for the Government 
which thus will be better able to concentrate on the 
conduct of the war and the tackling of numberless 
economic and financial problems. Meanwhile the 
National Consultative Assembly, a sort of provi- 
sional parliament, has approved the project of es- 
tablishing workers’ committees in all public and pri- 
vate enterprises employing more than 50 people. The 
committees, which are to be elected by the unions 
and presided over by the heads of enterprises, are 
to discuss labor conditions, suggest operative im- 
provements and keep an eye on the finances of the 
enterprise. 

After six weeks’ sale, the 3 per cent Liberation 
Loan, which was to mop up the redundant purchas- 
ing power in the form of banknotes and short-term 
Treasury bills, closed with subscriptions amounting 
to about 130 billion francs. According to some re- 
ports, subscriptions consisted largely of the offer- 
ings of short-term treasuries, rather than bank- 
notes. Nevertheless, the circulation is said to have 
dipped below 600 billion francs. From this one may 
gather that no significant reduction of the funds 
feeding the black markets has been made. Hence 
the gap between the internal purchasing power of 
the france which, on the basis of the black market 
quotations for the franc, ranging from 200 to 1,000 
francs to the dollar, would be one-tenth to one-half 
of a cent, continues to be very far removed from the 
external purchasing power which is to 2 cents U.S. 

The surrender of banknotes and the blocking off 
of a part of the bank balances, as was done in Bel- 
gium, or even the drastic taxing of war profits 
seems to be still opposed by all shades of French 
public opinion. One report has it that the general 
agreement to avoid drastic financial measures is 
due to the fact that the members of the Resistance 
movement have large funds from the old days of 
German occupation which they are not at all anxi- 
ous to declare; at the same time the Government is 
still afraid to touch the peasant’s savings. While 
the Provisional Government is hesitating about fu- 
ture financial measures, the wages and costs are 
already beginning to adjust themselves to the pres- 
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ent relationship between the available supply of 
goods and the supply of currency—or to put it 
another way, to the price structure based on the 
black markets. This, of course, means that the 
chances of bringing together the external and in- 
ternal purchasing power of the franc are growing 
less and less and that an eventual downward read- 
justment of the exchange value of the franc is in 


the cards. 
* * * 


The deflationary effects in various Latin American 
countries of our reduced purchases of certain prod- 
ucts needed in the conduct of the war are increas- 
ingly evident. The prosperity of the mining regions 
of Chile, Peru, Bolivia and Mexio, although still sub- 
stantial, is no longer as widespread as it was one 
year ago. Now comes a report that business is fall- 
ing off in the coastal areas of Peru, Colombia and 
Ecuador which have been contributing special 
woods, such as balsa, and numerous other products. 
The result of a decline (a small one to be sure) in 
the purchasing power has been less pressure on 
prices. In Peru, prices of domestic products have 
been holding their own for some time. In Bolivia, 
food prices have been stabilized but clothing is still 
going up. A downturn in the cost of living in several 
Colombian districts has been reported after a sharp 
rise earlier this year. 


Japanese Promises 


As their fortunes of war recede, the Japanese are 
increasingly more liberal with promises of postwar 
independence. Besides to the Philippines and Burma, 
independence is to be given to the Netherlands East 
Indes minus Sumatra which is to be a part of an- 
other state, Malaya. However, reading between the 
lines, we see that these promises are held out to make 
more palatable a levy on the so-called “Southern 
Regions,” as the Japanese call their shrinking em- 
pire in Southeast Asia. The levy is to be imposed 
to meet the staggering costs of the war now calling 
for budgetary expenditures of about 76 billion yen, 
an increase of 25 billion yen over 1944. Pre-war 
budgets ranged from 5 to 8 billion yen. The con- 
tribution of the “Southern Regions” is to be about 
18 billion yen. 


To collect a tribute of that size even in depre- 
ciated yen will inflict further hardships on the coun- 
tries of Southeast Asia. The destruction caused by 
the war, the loss of export trade, lack of trade goods 
and desperate shortage of shipping, confusion 
created by shifts in crops and large scale move- 
ments of population have all thrown most of South- 
east Asia into a state of sub-depression resulting in 
retrogression to more primitive conditions. It may 
take years to travel back the road previously cov- 
ered. Whole sections of once prosperous Malaya and 
the Netherlands East Indies are returning to the 
primitive self-sufficient economy of the early colo- 
nial days, simply because there are no goods for 
which to exchange products and no ships to take 
the goods away. Rice surpluses in Burma and 
Thailand have been going to waste, while parts of 
Malaya China and Indo-China are starving. South- 
ern Indo-China and Thailand are perhaps in the best 
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shape, because of practically no war damage and 
only indirect rule by the Japanese. 


Throughout Southeast Asia, the Japanese have 
encouraged a shift to the cultivation of textile fibers, 
such as cotton and hemp, the raw materials for 
trade goods of which they are so short. In Burma, 
cotton is being grown in former rice fields, and in 
Java and the Philippines on land formerly under 
sugar and other plantation crops. The Philippines 
have evidently become practically self-sufficient in 
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raw textile fibers but the Japanese plan of putting 
about one million acres under cotton will, as it looks, 
never materialize. In contrast, rice and food crops 
are being encouraged in Malaya and on Sumatra at 
the expense of rubber and pineapple acreage. This 
is to make them self-sufficient and thereby release 
precious shipping tonnage. 


When the war broke out, late in 1941, it was esti- 
mated that the top capacity of the rubber planta- 
ions was about 1,500,000 tons of rubber (excluding 
Ceylon and India). The best conjecture is that in the 
first year following the defeat of Japan, Southeast 
Asia will be able to deliver about 400,000 tons, 
mostly native produced rubber. It is expected that 
the trend toward native produced rubber will be 
even more pronounced than before the war, simply 
because the plantations will need to be re-equipped 
with machinery, because wages are likely to be 
higher, and because additional capital investment 
will make competition with synthetic rubber more 
difficult. 


Whatever re-equipping of the principal industries 
of Southeast Asia will take place, will require large 
capital investments anyhow. Large scale reconstruc- 
tion of harbors, public utilities and communications 
will be necessary. Since the Western Powers will 
presumably again assume the supervision and guid- 
ance, Southeast Asia may be one of the best fields 
for post-war capital investment. Considerable ex- 
ternal resources for rehabilitation are already avail- 
able. The London balances of Malaya are, for ex- 
ample, around £100 million, while the refugee gov- 
ernment of the Netherlands East Indies is estimated 
unofficially to have in gold and dollar balances 
about $300 millions at its disposal. 
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| of International Paper 


Airview o Springfield, La. mill of the International Paper Co. 


BY EDWIN A. BARNES 


§ hems pulp and paper business has in the past been 
subject to wide extremes—it is one of the “prince 
or pauper” industries. In times of prosperity the in- 
dustry has over-expanded, and suffered penalties in 
the ensuing depression. The highly cyclical charac- 
ter of operating result was aggravated by wide fluc- 
tuations in paper prices and the tendency to issue 
bonds against new plant facilities. Both had a cumu- 
lative adverse effect on earnings in slack times. 

During 1913-20 the price of newsprint more than 
tripled, resulting in great over-expansion; but by 
1933 it had dropped back to the old 1913 level of 
2c a pound. By 1938 it had recovered modestly to 
214c ($50 per ton) and this price remained pegged 
until 1948, when it was raised to $54 and later to 
$58, where it has remained for the past year. 

Consumption of newsprint showed little net 
change during the period 1929-43. Publishers’ stocks 
increased from 34 days’ supply in 1929 to 52 days’ 
in 1948, despite the fact that newspaper circulation 
had increased during the interim. The explanation 
of this discrepancy lies in the fact that in 1943 
newspaper advertising lineage totalled only about 
1,396 millions compared with 1,897 millions in 1929. 
The number of newspapers printed increased, but 
their aggregate size diminished, due to increasing 
competition in recent years from magazine and ra- 
dio advertising—as well as the decline in business 
activity during the 1930s. However, the growth of 
the kraft paper industry somewhat offset the lack 
of growth in newsprint. 

During the present war, the industry has been 
unable to expand its facilities, because of the grow- 
ing shortage of labor in the Canadian forests and 
the demand for electric power for essential war in- 
dustries (of our total newsprint consumption, only 
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about one-quarter is produced in this country, the 
balance being normally imported from Canada, 
Scandinavia, etc.). Unbleached sulphite pulp, which 
usually is brought in from Sweden and Norway, is 
now greatly in demand (it normally makes up about 
one-fifth of newsprint) and this has greatly bene- 
fitted both Canadian and U.S. producers. 

Because of growing shortage of supplies since 
1942 and the increased demand due to war activity 
and increased exports, the use of newsprint has been 
restricted by joint action of the Canadian and 
United States authorities. In 1943 newspapers were 
only allowed to take about as much as in 1941,-and 
in the first quarter of 1944 this amount was cut 14%. 
With a further shortage recently developing, WPB 
has requested the Canadian Newsprint Administra- 
tor to reduce all orders from United States cus- 
tomers amounting to more than 150 tons for the 
month of December by 15%. Despite quota reduc- 
tions in 1944, however, dollar sales of newsprint 
makers, as well as profits, are expected to be well 
maintained in 1944, though per share earnings in 
the first half showed a mixed trend. 

International Paper is the largest producer in the 
world and its subsidiaries make a wide variety of 
pulp and paper products. Kraft paper and paper 
board output totalled 1,276,163 tons in 1943, news- 
print 457,066 tons and other products 630,282 tons. 
The company owns, controls or leases over 15,000,- 
000 acres of forest lands, with estimated pulpwood 
resources of some 63,000,000 cords, located princi- 
pally in Canada and the southern U. S. 

In recent years International’s use of southern 
pine for pulpwood (used principally for kraft prod- 
ucts) has become increasingly important, especially 
during the war when these products have been in 
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great demand). Logging operations can continue 
throughout the year. Wood can move to the mills 
by rail, truck and barge, eliminating the need for 
extensive storage facilities to meet the problem of 
seasonal supply. Moreover, the flat terrain and rela- 
tively open stands over much of the southern wood- 
lands make it possible to employ mechanical tree- 
cutting equipment, thus helping to solve the war- 
time labor shortage problem. 

The business of kraft production now outweighs 
all other products. One of the principal uses for 
such paper is the heavy duty “multiwall” paper bag 
which has largely replaced burlap bags as the stand- 
ard container for cement, fertilizer, sugar, salt, and 
many other products. It is made with walls of two 
to six plies, of the strongest paper. International 
Paper Company (through two subsidiaries, Bagpak, 
Inc. and George & Sherrard Paper Company) makes 
all types of heavy duty bags and is one of the larg- 
est producers, specializing in its own Bagpak Cush- 
ion Stitch open mouth bag. The bag is moisture 
resistant and pilferage proof. Being sealed after 
stitching, it gives complete moisture protection at a 
point which is vulnerable in most sewn bags. In 
1943 the company produced some 302,000 tons of 
shipping containers, grocery and multiwall bags, in- 
sulating board, etc., as compared with 2,363,511 
tons of paper, container board, pulp, etc. Of course, 
the latter figure includes paper and board utilized 
for the converted products. 

Under war conditions the demand for paper, pulp 
and container board by the armed forces has in- 
creased enormously. U.S. defense agencies are now 
using about 39% of all paper and paperboard pro- 
duction, and an additional 33% is used largely to 
maintain the war economy, leaving only about 28% 
for civilian economy. Container board has now be- 
come one of the most critical materials controlled 
by the WPB. The Board determines the maximum 
amount of each kind of paper, container board and 
pulp which may be made by each mill, and in the 
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Mechanical saws help speed up tree cutting, enabling the 
paper industry to meet the enormous demand for its products. 


case of the two latter items it also tells the mill 
where to ship its production. Mills are frequently 
required to manufacture some pulp for sale to others 
rather than being permitted to convert it into paper 
with their own machines. Other mills are forced to 
produce papers which are in heavy demand, but 
which they do not normally produce. 
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These arbitrary wartime requirements naturally 
have some adverse effect on profits. Fortunately, 
the company has not been compelled to make any 
material changes in its plant facilities or operating 
processes which would have no value after the war. 
Thus while there has been considerable wartime 
dislocation of normal trade relations, the company 
does not face physical reconversion problems as do 
the munitions manufacturers. 
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While the company’s principal operations are in 
the south and in Canada, it also has a number of 
mills in New York and Maine, with annual capacity 
of about 206,000 tons a year of ground-wood spe- 
cialty papers. These include raw stock for wall 
paper, rotogravure paper, various grades of sales- 
book and tablet paper, magazine paper and other 
printing papers. Book and bond papers are also 
manufactured in New York, the annual capacity 
being about 181,000 tons, though last year only 
128,000 were produced. These papers are sold to 
merchants, converters of various types of paper 
products and magazine and book publishers. 

Canadian operations, where about one-third of 
the company’s total tonnage is produced, consist 
principally of newsprint, dissolving pulp and other 
sulphite pulp. Three newsprint mills owned by Cana- 
dian subsidiaries, with a capacity of 670,000 tons, 
last year produced 457,000 tons compared with 
494,000 in the previous year. Sulphite pulp is also 
produced in three Canadian mills (two of them 
making special pulp used in making rayon yarns, 
cellophane, plastic and allied products). 

The company owns other plants in various sec- 
tions of the United States. It has mills producing 
wrapping and toweling paper in Pennsylvania, and 
shipping container plants in New Jersey, Massachu- 
setts, Illinois, Kansas and South Carolina. There is 
also a plant in Dayton, Ohio which makes stamped 
envelopes under contract with the U. S. Government. 
In addition, the company owns a 90-mile railroad in 
Florida, a bus line, a machine shop. three news- 
papers, a street railway, a small tele hone system, 
a coai mine, saw mills, etc. Obviously, he company’s 
business has many ramifications both as to charac- 
ter and location. 

International Paper requires large amounts of 
electric power for its mills, and in 1929 the Inter- 
national Hydro-Electric System was organized as a 
subsidiary holding company to take over its Cana- 
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Table I—Income Account Items 
Mililons of Dollars 
Common Stock Record 

Year % Oper. Earned Approxi- 

Ended Net Inc. of Deprec. Inc. Net Per mate 
Dec. 31 Sales Sales & Depl. Taxes Inc. Share* Range 
1943 $216.1 20% $13 $22 $8 $2.07* 15— 8 
1943. 209.4 22 6 623s 6lU68l!|lCUG 7 16— 8 
1941 214.3 26 13 25 16 6.37 20—11 
1940 161.5 21 10 7 16 6.07 21—10 
s939 469223 12 6 1 5 14 15— 6 
1938 98.2 9 5 — — 2.47 15— 4 
1937. 123.5 17 5 3 9 247 19— 6 
1936 113.2 14 6 1 5 22 _— 
1932 129.5 28 9 1 d9 d7.34 _ 
1929 148.6 23 9 1 4 d .34 _ 
d—Deficit. 


*Per share results 1929-36 adjusted to 1937 capitalization. Figures 
for 1929 and 1932 include International Hydro-Electric System. 
**Excluding earnings of foreign subsidiaries equal to $1.29 in 1942 
and $.94 in 1943; cludes post-war tax refunds equal to $1.06 
a share in 1942 and $.13 in 1943; earnings for these years are 
bject to r gotiation but reserves have been set up which the 
company considers ample. 











dian, New England and New York hydro-electric 
properties. Hydro-Electric System obtained control 
of the New England Power Association (which itself 
controlled through sub-holding companies many 
New England utilities; Gatineau Power in Canada; 
and two New York water-power companies, Hudson 
River Power Corp. and System Properties, Inc. 

Unfortunately, however, the International Hydro 
Electric system was highly over-capitalized, in the 
fashion of the 1920’s. International Paper owned all 
the common and Class B shares, but these were 
transferred to liquidating trustees in January 1939, 
and in 1941 the trustees surrendered all the shares 
for cancellation, in accord with an order issued by 
the Securities and Exchange Commission under the 
requirements of Section II of the Utility Holding 
Company Act. 

However, International Paper was not thus com- 
pletely divorced from the Hydro-Electric System, 
and there are still repercussions of the old days. 
In 1943 two Class A stockholders of International 
Hydro-Electric brought suit against the paper com- 
pany for mismanagement in connection with (1) 
Hydro’s acquisition of the New England Power 
Association common stock at prices alleged to ex- 
ceed $62,000,000 and (2) its acquisition in 1932 
from International Paper Company of water power 
properties in New England at a price of $31,700,000. 

The paper company employed counsel to investi- 
gate the facts, and they reported that there were 
no grounds for liability. The Hydro-Electric System 
refused to sue the Paper company, but later it asked 
the SEC to investigate the alleged claims. The Com- 
mission began an investigation, and also procured 
the appointment of special counsel by the U. S. 
District Court in Boston to examine the claims. 

On November 1 this year, B. A. Brickley, who 
had been appointed by the Court over a year ago 
to make the inquiry, recommended that the Hydro 
company should file suit against the Paper company 
to recover substantial sums involved in the various 
transactions. Shortly thereafter Mr. Brickley was 
named General Trustee for the Hydro company 
presumably to facilitate instituting suit against the 
Paper company. No further developments have been 
reported to date. 
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It is difficult to gauge the potential effects of this 
litigation on International Paper. Since two legal 
firms had previously advised the Hydro company 
that it had no grounds for damage claims, it is 
obvious that the situation is far from clear-cut. 
On the other hand, the Court’s prompt appointment 
of Mr. Brickley as Trustee seems to indicate its ac- 
ceptance of his report. An affair of such magnitude 
might very well be carried to the Supreme Court 
for final decision, and hence the case might drag 
along for years before the eventual outcome is 
known. Meanwhile, it tends to becloud the otherwise 
favorable prospects for International Paper in the 
postwar period. 

The present International Paper Company was 
incorporated in 1941 to acquire all the assets (sub- 
ject to liabilities) of International Paper & Power 
Company, including over 99% of the stocks of the 
subsidiary, International Paper (old company). 

The history of all the predecessor companies dates 
1898, when the original International Paper Com- 
pany was formed to acquire the properties of 19 
New York-New England paper making companies. 

The capitalization of the present company con- 
sists of seven parent company and subsidiary bond 
issues totalling $51,359,199 (not including $13,464,- 
000 on which Hudson River Power Corp. has agreed 
to pay principal and interest) ; 925,966 shares of 5% 
convertible preferred stock; and 1,823,855 shares 
of common (par $15). As indicated in the accom- 
panying table, earnings have been highly irregular. 
Preferred arrears were cleared up in 1941, but in- 
stead of initiating common dividends the company 
has preferred to improve its cash position. 


At the end of 1943, the consolidated balance sheet 
showed assets of nearly $33,000,000 and total cur- 
rent assets of over $79,000,000, compared with cur- 
rent liabilities of less than $15,000,000. The com- 
pany has vastly improved its financial position since 
1938. Book value of the common stock has increased 
from $20.87 in 1938 to $41.97 in 1943. During the 
same period, the current ratio has improved from 
3.4 to 5.4 and the ratio of cash to current liabilities 
from 0.4 to 2.3. 

International Paper has of course been heavily 
taxed. Last year total taxes amounted to $26,187,228 
— over $14 per share on the common stock. Income 
taxes (after deducting the post-war excess profits 
tax credit) absorbed over 72% of consolidated earn- 
ings (after all charges except such taxes). The last 
annual statement indicated that United States in- 
come tax returns had been (Please turn to p. 384) 

















Table II—Balance Sheet Items 


$ millions 


Net *Book 
Total Cash Inven- Receiv- Working Value per 
Dec. 31 Assets Items tries ables Capital Com. Share 
1943 242 32.85 28.29 17.98 64.52 $41.97 
1942 235 19.69 35.66 15.10 56.99 40.02 
1941 249 27.06 32.08 18.44 44.41 34.72 
1940 231 18.03 30.76 14.34 40.21 27.19 
1939 220 7.87 25.60 15.88 35.61 21.13 
1938 222 5.70 30.82 11.25 33.66 20.87 
1937 258 3.84 33.31 13.37 36.01 23.41 
1936 241 5.26 26.59 15.76 35.25 oe 
1935 249 3.21 27.78 13.17 17.50 — 
1934 251 3.07 25.85 13.88 18.59 — 


* Actual dollars 
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Ten Potential Market Leaders for 1945 


* By THE MAGAZINE OF WALL STREET STAFF * 
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DITOR’S NOTE: The stocks presented here have been selected for potentiality of substantial, and above aver- 
age, percentage appreciation. For that reason, they are chiefly “secondary” stocks rather than widely popular 
investment issues. Though some are speculative, each is believed adequately sound. As 1945 markets promise to 
be highly selective, you will be informed of the opportune time to buy these securities, and when to sell them 


with a view to realizing the greatest profits. Watch the A. T. 


in timing commitments. 





BURROUGHS ADDING MACHINE CO. 
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BUSINESS: Company is a principal manufacturer of mechanical de- 
vices for business offices, including machines for adding, subtracting, 
calculating, statistical work and computations, Additional lines are 
cash registers, office furniture and typewriter ribbons. In the course of 
its forty year history, company has built up a world-wide market, main- 
taining sales offices, under normal conditions, in many countries of 
Europe, South America, and the Far East. Exports comprised about 
about 39%, of prewar sales. 

OUTLOOK: Mechanical devices to handle rapidly the elaborate tabu- 
lations required by modern business will surely continue in increas- 
ing demand, and from all over the world. Deferred requirements are 
large. In recognition of the importance to domestic users of such equip- 
ment, the Government has already permitted the company to manu- 
facture once more many machines previously denied to it. While 
there have been some cutbacks in orders for certain military items, 
and the sale of regular products has decreased during the first half 
of 1944, over-all output of war material has increased. 

COMMENT: Reconversion problems should not seriously affect this 
company, and resumption of its long established activities in due 
course should be simple. The financial position has always been very 
strong. As of June 30, 1944, net working capital amounted to 
$27,000,000 with a current ratio of 4.6. The company has no funded 
debt, and the common stock represents the only capital issue. 
MARKET ACTION: Recent price —14 compared with high for the 
year of 153% and a peak of 35% in 1937. Past volatility has been 
about average reflecting cyclical influences. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 










ASSETS Dec. 31 June 30 

1939 944 Change 
MOM cilities edie elaaes 5.134 7.929 +-2.795 
Marketable securities cen ; 5.871 16.276 + 10.405 
Receivables, net... 4.307 3.281 —1.206 
Inventories, net....... 11.347 5.651 —5.696 
Other current assets... P 5 + 1.32 +1.328 
TOTAL CURRENT ASSETS......... . . 26.659 34.465 +7.€06 
RN IRI 6.5 Wercieies bios etc edinscawaie 36.672 44.635 -+7.963 
LIABILITIES 
Accts. payable & accruals .. ......... 1.487 1.808 -+0.321 
I ID eo caine 6.5005 niveeees cine 1.354 3.467 +2.113 
Other current liabilities............. ... 0.110 2.065* +-1.955 
TOTAL CURRENT LIABILITIES. .......... 2.951 7.340 +4.389 
pou A rer 366.72 44.635 +7.963 
WORKING CAPITAL................... 23.708 27.125 +3.417 
CRIES ioe dkilcvaveies Roun 9.0 4.6 —4.4 


*Includes $2 mill. advs. on war contracts 


ltuumbnall Stock. 


Miller market analysis in each issue for guidance 
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BUSINESS: The country’s leading publisher of business magazines, di- 
rectories, catalogs, and books of scientific, technical and business char- 
acter. Oj interest to special fields are such well-known publications as 
Business Week, Aviation, Coal Age, Electrical World, Textile World, 
American Machinist, and 18 others. In addition, the company pub- 
lishes a dozen annual reference catalogs and directories of special na- 
ture, and several Buyer's Guides in the Spanish language. Its business 
books are of wide variety. 

OUTLOOK: While McGraw-Hill, in common with all publishers, has 
experienced a curtailment of its paper supply, an increase in adver- 
tising lineage has enabled it to progress financially quite well. The 
company has been unable to supply an increasing demand for special- 
ized information such as it publishes, but has kept the goodwill of 
its clients, It anticipates a still greater demand from all directions 
ef.e; the war, and is making careful plans to make the most of the 
opportunities ahead. 

COMMENT: Company has only one class of stock represented by 
600,000 shares of common. Consolidated net earnings for the year 
ended Dec. 31, 1943 equalled $2.04 per share, as against $1.72 the 
previous year. For 9 months of 1944, net is reported 11% over cor- 
responding 1943 period. Net working capital is $5,608,000, with a 
current ratio of 2.9. 

MARKET ACTION: Recent price—21 compared with high for year of 
22 and a peak of 28!/2 in 1937. Past volatility has been above average 
reflecting cyclical influences on earnings. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 

ASSETS Dec. 31 Mar. 31 

1939 1944 Change 
GO ee eee inkienccu cues euege eas 2.413 3.337. +0.924 
Marketable securities.................. — 1.219 +1.219 
re 1.016 2.501 1.485 
IIIT 6 oe Soci ss wae casiesece es 1.095 1.656 Toiset 
Other current assets.................. 0.121 0.15 -+0.064 
TOTAL CURRENT ASSETS............. 4.645 8.698 -+4.253 
BOLL Yo 1. Se ea pene 19.475 23.273 +3.798 
LIABILITIES 
IN Foca rane dit cx ecenases 1.147 582 +0.435 
Accts. payable & accruals.............. 0.452 1.398* +0.946 
I IS, gnc nccvccsenccaceses 1.599 2.960 -+1.381 
TOTAL CURRENT LIABILITIES........... 0.024 0.134 +0.110 
Di OL er 19.475 23.273 +3.798 
WORKING GCAPITAL.......0..ccccccees 3.046 5.918 -+2.872 


Ce | rrr rrr 2.9 
*After deducting $3.9 mill. U. S. Treas. Tax notes 
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BUSINESS: This is the leading producer of acetate yarns in the 
United States and rapidly developing a large business in the field of 
plastics. The history of this pioneer in the development of synthetic 
textiles from its start in 1918 has been one of striking progress. In 
1927, it obtained control of the Celluloid Corporation and in 1941 
merged this subsidiary into its own structure. Expansion in manufac- 
turing facilities during the past seven years has been very large, and 
upon completion of current construction will have involved an outlay 
of about $57,000,000 during this period. The company owns a con- 
trolling interest in a new $6,500,000 plant in Mexico, 


OUTLOOK: While the products of the company have been in acute 
demand for war purposes, scientific developments in the use of syn- 
thetic yarns and plastics suggest a very rapidly expanding civilian 
demand when peace comes. The new yarns are not only very strong 
but can be made resistant to both fire and dampness. The new plas- 
tics will be applied as an infinite number of items of every day use. 
The company has been strongly financed, with net working capital of 
about $38,000,000 at the end of 1943. 


COMMENT: The common stock has ahead of it $34,000,000 funded 
debt and 498,000 preferred shares, but there are only 1,539,839 com- 
mon shares of no par value outstanding. Net earnings have averaged 
about $2.50 per common share for the past ten years, and about 
$3.50 for the past five years, Regular dividends at the rate of $2 
per annum have been maintained. 


MARKET ACTION: Recent price, 37!/4 compared with year's high of 
40'/e and a peak of 41!/, in 1937. Past volatility has been about aver- 
age, in view of stability of earnings. 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
Dec. 31 Dec. 31 
ASSETS 1939 1943 Change 
MEN Sac enGkewchnss5s0resiesncbunescs 17.645 19.843 2.198 
Marketable securities.................. a 5.9 5.905 
Receivables, net.............0...00000: 3.435 7.958 4.523 
SS ae ren 5.470 9.681 4.211 
Other k 0.399 +0.292 
TOTA x 43.786 +-17.129 
a ea 48.797 82.602 -+-33.605 
Less depreciation..................005. 12.294 484 Tis-tie 
NE cae os 5:00's 4160 0.0.5.500'.05:64040 « 36.503 56.118 +19.615 
EE Sis o's cis bee's bho aCax' oes 3.136 7.111 +3.975 
oo eer 66.296 107.015 +-40.719 
LIABILITIES 
OOS osc p ks hs'sc4u keene onde 1.25 — —1.250 
Accts. payable & accruals.............. 2.480 5.248 -+2.768 
Reserve for faxes............ccsecsees, 1.96 —* —1.964 
TOTAL CURRENT LIABILITIES........... 5.694 5.248 —0.446 
Deferred liabilities..................... 0.143 2.694 +2.551 
SE oo sii-0's 0 6 5 sis-0 abs owiaein's 5 14.830 34.289 +-19.459 
ED cea acS sis nia 5b os. ke oobwes 6:60 0.049 3.23 3.1 
PD  ukeks ca vaiaise rhb on palseuenaeee 32.325 36.447 +4.122 
SS Se Ares Saneee arin 13.255 25.102 +-11.847 
ou! RS eee 66.296 107.015 +-40.719 
WORKING CAPITAL................... 20.963 38.538 +-17.575 
SNEED, hobs cnc ehbs vs xeanwscw ein 4.6 8.3 3.7 


*Offset by U. S. Treasury Tax Notes—approx. $12 mill. 
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BUSINESS: One of the largest paper manufacturers in the world, 
conducting a well diversified and well-integrated business in the North 
Western States and in Canada. The output of the company consists of 
newsprint, kraft and sulphite wrappers, tissues, bags, and kraft board. 
The company operates both as a holding and operating organiza- 
tion, owning 100% voting power in some 20 subsidiaries. Its news: 
print is sold direct to users mainly on the Pacific Coast, although its 
bags, wrappers and tissues are distributed throughout the country 
through jobbers and wholesale grocers, The company controls timber 
holdings on nearly 250,000 acres in the Northwest and at Government 
request is preparing to operate large areas in Alaska. Its mills are 
of most modern construction, and in some cases supplied by the com- 
pany'’s own hydro-electric power. 


OUTLOOK: Under war conditions, all pulp and paper production is 
subject to strict regulations of the War Production Board as the mili- 
tary needs are urgent. Manpower shortage has also been a problem. 
The outlook for postwar business is good, as consumer's demand for 
the company’s normal production is unusually stable. The O.P.A. has 
already granted several price increases for newsprint, and newly in- 
vented power saws have reduced costs of logging assuring adequate 
margins, Reconversion problems should be of minor importance. 


COMMENT: Consolidated net earnings for the year ended April 30, 
1944 were about $7,600,000. Net applicable to the common was about 
$4,950,000 or $2.18 per share. $1 per share was paid in dividends. An 
earned surplus of over $20,000,000 has been created since 1937. 
Finances are sound with working capital of over $29,000,000 and « 
current ratio of 4.6. 


MARKET ACTION: Recent price —22 compared with high for the 
year of 22!/2 and peak of 25!/4 in 1937. Past volatility has been above 
avecage reflecting cyclical influences, 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
Apr. 30 Apr. 30 
ASSETS 1940 1944 Change 
re te Rina Saeiatinccn dere oCee nent 3.949 5.818 1.869 
Marketable securities.................. - 3.693 3.693 
Receivables, MEP... seccscccccevccccces 9.031 9.943 0.912 
ee SS ae 12.741 18.590 5.849 
TOTAL CURRENT ASSETS.............. 25.721 38.044 -+-12.323 
Plant & equipment.................00. 103.720 104.663 0.94 
ROR ODPECITION. occ ccc cccscscsceeses 41.067 8.8 7.754 
EMMI. oa/o\e: 6 u.e:4 00's 0.6.05; 95:46. 4\0 v0.60 62.653 55.842 6.811 
SA eee 4.663 11.27; —3.387 
PINE, RIEU sin'e:6:6 6d iso nie's 0:06:00 oon css 103.037 105.162 +2.125 
LIABILITIES 
Accts. payable & aceruals............... 4.556 6.732 -+-2.176 
Reserve FOr TGxOS..... ccc ccc cc ccccces 3.115 0.321% —2.794 
Other current liabilities................. 0.347 1.177 0.830 
TOTAL CURRENT LIABILITIES........... 8.018 8.230 0.212 
Minority interest ° ° 0.067 
EE NINN s cic inch sire cicéicciosess _— 73 +0.073 
4 ig term debt....... —11.300 
Bane — 2.000 

psa oa SEs Bae ee ° * _ 

SOS ce ee 5.7 i 11.073 
TOTAL LIABILITIES “ iS " 2.125 
WORKING CAPITAL................... 17.703 9.814 +12.111 
IID ico oss ons scwbickesceecsen 3.2 4.6 +1.4 
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BUSINESS: inis ts the second largest producer of oxygen and acety- 
ene gases and equipment for using these elements in the cutting and 
welding of metals. Normally about 75% of revenues are derived from 
this source, Company also owns substantial interests in Vanadium Cor- 
c0.ation, U. S. I..dustrial Chemicals and Petroleum Chemicals Inc., the 
latter a promising research and development — in the field 
of petroleum chemistry. At present, the war industry and the Armed 
Forces are the chief sales outlets. 145 plants and 595 warehouses scat- 
tered over the country afford complete geographic sales coverage. 
Major markets are the steel, railroad, shipbuilding, construction, auto- 
mobile and metal fabricating industries. Through subsidiaries, the com- 
oany is the largest maker of dry ice and liquid carbon dioxide, An- 
other subsidiary, owned jointly with General Electric, makes electric 
welding equipment. 

OUTLOOK: The war has caused tremendous plant expansion, not yet 
tully completed, as research developed many hitherto unknown and 
valuable techniques for cutting by gas. As a result, company expects 
further broadening of sales potentials in the postwar years, including 
also in the field of petroleum chemistry and rare gases such as neon, 
argon and helium. Lower costs and mounting volume should ade- 
quately offset declining product prices. Immediately after the war, 
there will probably be an abrupt drop in demand for oxygen but 
with potential uses far from exhausted, a satisfactory longer term 
sales trend is anticipated. 

COMMENT: Liberal depreciation charges in the past have provided 
most of the funds for plant expansion and an impressive financial 
position has been maintained. Net working capital of $18 mil- 
lion compares with current liabilities of $16.5 million at the end of 
1943. This does not take into consideration proceeds of $25 million 
debentures sold this year to further strengthen working funds. There 
are 2,713,337 shares of common outstanding. Company has an out- 
standing earnings record with liberal dividends paid even dur- 
ing the depression years. Net earnings over the past ten years aver- 
aged $2.19 per share. 

MARKET ACTION: Recent price — 3954 compared with the year's 
high of 4234 and 1936 peak of 86!/2. In view of stability of earnings, 
past volatility was below average. 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
ASSETS ec. 31 c. 31 
1939 1943 Change 
MMMM a aisiciniere, creleiora nai ernivietslatsiciaielerd d:eralioiats 8.476 9.120 0.644 
Marketable securities.................. 5.343 2.216 —3.127 
Oe SC ee eer 3.452 13.318 9.866 
Inventories, net........... 2.742 9.8 7.132 
TOTAL CURRENT ASSETS.. 20.013 34.528 + 14.515 
Plant & equipment......... -+» 36.284 55.300 + 19.016 
MEE EMINOONIINOII S60: 6:016:0'6, 05:04, 6:00.06 srererecs 19.720 27.009 -+-7.289 
EE EIN oo 46 dieleaic: ers /\civie Se scien ise 16.564 28.291 +11.727 
Other assets........ Rsip wale a ecee celeste 7.610 6.7 —0.8 
ON OD 6.0 65 ccisic cc scedasen sens 44.187 69.591 +25.404 
LIABILITIES 
UNS 5.66 cx6: 9's sic! vialwie. ep. wdceioieie a 0.625 -+0.625 
Accts. payable & accruals.............. 2.367 7.211 4.844 
oo er 1.060 8.684* 7.624 
iabilities — = — 
16.520 +-13.093 
8.750 -+8.750 
1.042 —2.574 
26.956 +1.954 
16.323 +4.181 
69.591° -+- 25.404 
18.008 . +1.422 
at —3.7 
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BUSINESS: Sylvania is second largest producer of radio tubes in the 
country, and also an important manufacturer of incandescent and 
fluorescent lamps. During the summer of 1944, the company absorbed 
the Colonial Radio Corporation through an exchange of stocks, thus 
almost doubling its sales volume potentialities, Sylvania’s main plants 
are located in Massachusetts, with several branches in Pennsylvania. 
For the past 14 years the company has made consistent progress and 
with it achieved an unusually stable earning power. During the war, 
about 85% of its products have gone exclusively to the Army and 
Navy, including many newly developed electronic devices of a secret 
nature. For the first nine months of 1944, sales totalled over 
$68,000,000, an increase of 64% compared with the same period in 
1943, 


OUTLOOK: The company, in preparation for peace time operations, 
has negotiated a $20,000,000 V loan credit, which appears ample to 
meet the needs of reconversion. The great advances in the science of 
electronics during the war, with improvements in radio, television, 
lighting, and photography promised an awaiting public, warrant con- 
fidence that this well established concern will continue to prosper 
under normal conditions. Many of the items, such as radio tubes, are 
useful in peace times as well as during war, and postwar volume will 
reflect existence of large deferred demand, 


COMMENT: The company appears to be in strong financial position. 
As of Dec. 31, 1943, it had about $14,000,000 of net current assets, 
with a current ratio of 1.2. There are $3,928,000 3!/2 Debentures ahead 
of the 1,005,000 common shares outstanding. Dividends have been 
paid every year since 1932, for the last five years on basis of $1.25 
per annum. For the first nine months of 1914, net earnings are $1.37 
per share. 


MARKET ACTION: Recent price—31'/2 compared with year's high of 
3834, and a peak of 2634 in 1937. Past volativity has been low, in 
view of stability of earnings and dividends. 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
ASSETS Dec. 31** Dec. 31 
1939 1943 Chosge 

MON cunt saedanicadusieeccdsnacwesues 0.604 8.218 +7.6 
Marketable securities.................. 1.469 3.970 2.501 
PE Sane ern rare 1.542 9.502 7.960 
I Mon cdcccandesenceeoees 2.110 8.637 6.527 
Ci a See 0.357 0.6€5 0.328 
TOTAL CURRENT ASSETS............. 6.082 31.012 -+-24.930 
RN Oe GUID: nk ceeccicnseccccneie 4.060 7.443 3.383 
RA OURO ccccanddeeiccecesccas Aen 4.100 1.421 
SO INE oo vai cdadey ners cesewsmeeess 1.381 3.343 1.962 
CN I ve wadvnccetwaccuesiveses« 0.132 1.390 1.258 
ORE NNO N nc. ccccuectngerccecsees 7.595 35.745 +28.150 
LIABILITIES 
Wee IIE « canccaccececensccceuces — 7.799 7.799 
Accts. payable & accruals.............. 0.906 4.143 3.237 
rrr ere 0.487 1.771¢ 1.284 
Other current liabilities................. _ 3.348 3.348 
TOTAL CURRENT LIABILITIES........... 1.393 17.061 +15.668 
RGM WORE ONIINS oc cicdeseacsccccscesseee — 3.928 3.928 
Reserves 0.101 0.260 0.159 
GT fe laddecccccceddedescdecccance 3.111 6.408 3.297 

MS ioe. sine: aim aces 66 ne ak 2.990 8.088 -+-5.098 
TOTAL LIABILITIES. . 7.595 35.745 +28.150 
WORKING CAPITAL 4.689 13.951 -+9.262 
Current Ratio 4.3 1.8 —2.5 





*After deducting $51, mill. U. S. Treasury Tax Notes 


**Known as Hygrade Sylvania Corp. 


Thunbnal tock Hppvuatoal 





JANUARY 6, 1945 


359 














Ten Potential Market Leaders for 1945 





ELECTRIC BOND & SHARE 
LINE = GROSS INCOME BARS = NET INCOME 
is 12 





GROSS INCOME 
MILLION DOLLARS 
BWOIN! 13N 


SY¥VIICO NOITTIW 














1936 1937 1938 1939 1940 i941 1942 1943 


BUSINESS: The largest Public Utility Holding Company, owning 
substantial interests in American and Foreign Power, Electric Power 
and Light, Natonal Power and Light, and American Power and Light. 
Electric Bond and Share also has a large investment in American Gas 
and Electric Co., independently operated. American and Foreign 
Power, in which the company has invested about $280,000,000, operates 
in twelve South American countries. In the United States, the com- 
panies serve well integrated sections of the South East, South West, 
East and North West. 


OUTLOOK: Under the Holding Company Act, the company will 
probably have to dispose of all it's domestic holdings, retaining only 
it's interest in American and Foreign Power, The latter, jointly with 
its parent company, has recently submitted to the S.E.C, a recapitaliza- 
tion plan reducing capitalization to $199,000,000 5% debentures and 
2,500,000 shares of common stock of which Electric Bond and Share 
would own 79.9%. Progress has also been made in other directions by 
purchase in the market for retirement of considerable Electric Bond 
and Share prefered, refunding of about $350,000,000 securities of 
subsidiaries, and repayment to the parent company by subsidiaries of 
about $134,000,000 in advances. 


COMMENT: Unpredictable but possibly sizable values from liquida- 
tion of company’s investments in it's subsidiaries are indicated; the 
fundamental assets involved are of very sound character. Electric Bond 
and Share has no funded debt, and dividends on the preferred issues 
have been maintained for 38 years, The common has a book value 
of $25 a share, and in the new picture to be evolved could acquire 
an interesting status. At least half the present business will be re- 
tained, and liquidation of the rest should bring substantial sums into 
the company's treasury. 


MARKET ACTION: Recent price—934 compared with year's high of 
1134 and 1937 high of 28!/g. Past volatility has been above average, 
in spite of fairly stable earnings record, reflecting uncertainty as to 
readjustment of company. 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
ASSETS Dec. 31 June 30 
1939 1944 Change 

ES Se es ee 11.355 9.596 —1.759 
Marketable securities 10.586 5.368 -—5.218 
Receivables, net 5 = othe tae 0.865 0.258 —0.427 
TOTAL CURRENT ASSETS........... 22.626 15.222 —7.404 
TOTAL INVESTMENTS........... 534.331 515.287 —19.044 
een See 0.134 0.107 —0.027 
MEAS ASSETS. .......%... 557.091 530.616 —26.475 
LIABILITIES 
Notes payable............. a 0.004 -+0.004 
Accts. payable & accruals.. ........... 2.144 2.231 -+0.087 
ere 1.392 2.248 -+-0.856 

ther current liabilities................ — — _ 
TOTAL CURRENT LIABILITIES.......... 3.536 4.483 +0.947 
Deferred liabilities.................... — 0.310 +0.310 
Reserves 4.89 


WORKING CAPITAL................. a 
SDS S55 gigs no-5-5 sce ee biome ae 
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BUSINESS: The fifth largest gold mining company in Canada, en- 
joying a record of 25 years’ successful operation. The company owns 
152 acres in the Kirkland Lake district of Ontario, and is constantly 
prospecting for possible new ore structures in the undeveloped sections 
of the Canadian North. Company's modern cyanide mill in which the 
ore is treated, has a daily capacity of about 1200 tons, Since 1921, 
over 6,000,000 tons of ore have gone through the mill, producing 
bullion of a value of $103,000,000, or at the rate of $16.63 per ton. 
Efficiency of operations has increased the recovered values ry ore to 
$18.88 per ton in 1944, 


OUTLOOK: The extended life of this company has been partly due 
to successful mining at depths as low as 4000 feet, permitting con- 
stantly new revisions of estimated ore reserves from relatively small 
surface areas, These reserves are at present believed sufficient to keep 
the mill busy for several years to come, regardless of current prospect- 
ing activities. The labor shortage during the war has handicapped the 
company a good deal, but during the year ended Aug. 31, 1944 the 
mill treated 196,000 tons of ore at a net profit of $1,408,000, as 
against a production of over 400,000 tons in 1941, and net earnings 
of about $3,700,000. With a return of more normal labor supply, opera- 
tions should again approach this level. 


COMMENT: While speculation must always attend gold mining opere- 
tions, this concern has a fine record and is financially strong, It's 
current ratio is 5.3 with working capital $3,243,000, entirely represented 
by very liquid assets. There is no funded debt or preferred stock. 
Prior to the war, from 1934 to 1943, annual dividends ranged from 
$.50 to $.7234. Thus far in 1944, $.25 has been paid. The company 
has no sales problem as the bullion is shipped directly to the Canadian 
Government. 


MARKET ACTION: Recent price—3 as compared with year's high of 
4/g and peak of 8'/g in 1937. Reflecting speculative factors characteris- 
tic of the gold mining industry, past volatility has been above average. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 









ASSETS Aug. 31 Aug. 31 
1939 1944 Change 
eas Ba oa nd, 8055 Severe: org aca OR Aaiaeea 5.287 3.775 —1.51 
Marketable securities.................. 0.357 -- —0.357 
Receivables, net................ 0.042 0.001 —0.041 
Inventories, net........... 0.826 0.186 —0.640 
Other current assets aa a 0.027. +0.027 
TOTAL CURRENT ASSETS.............. 6.512 3.989 —2.52 
pS ee ee 3.459 4.518 +1.059 
Less depreciation..........dei.......-. 2.425 2.968 +0.543 
id. aid DOC 1.034 1.550 +0.516 
Other assets.......... Gy .......... 1.077 2.050 -+-0.983 
ee) 6=—6 (Lee 8.623 7.599 — 1.02 
LIABILITIES 
Notes payable... Qa .............. os — — 
Accts. payable 0.986 0.405 —0.581 
Reserve for tc og 0.755 0.341 —0.414 
Other currer* _ — — 
1.741 0.746 —0.995 
2.205 2.205 _ 
4.677 4.648 —0.029 
8.623 7.599 —1.024 
4.771 3.243 —1.528 
PY f 5.3 —1.6 
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BUSINESS: This is an important and long established manufacturer of 
vulcanized fibre and mica products, sold under a number of trade 
names, Many items of special shape and form are sold for insulating 
purposes to makers of electrical equipment. The fibre is also exten- 
sively used in the manufacture of trunks and cases. The company is an 
outgrowth of a business started in 1891. Main plants are located in 
Delaware, Indiana and Pennsylvania, with others in Canada and 
England. At present, practically all the production of the company is 
used for war purposes, furnishing thousands of specially designed parts 
for instruments, and communications equipment. The company owns 
the enti.e capital stock of several foreign subsidiaries. 


OUTLOOK: Greatly improved methods and new equipment have 
laid a strong foundation for future operating economies. While com- 
petition will be strong in regaining old customers, engineers have 
learned from experience the high quality of the company's products 
and their widely expanded usages, With a broadened field and up- 
to-date production facilities the longer term outlook appears good. 
Company has always maintained a strong working capital position 
and a substantial reserve for contingencies is carried on the books. 


COMMENT: $.38 a share was earned on the common stock for the 
first half of 1944, a drop of 44% from the same period in 1943 and 
due mainly ts shortage of manpower and a strike. Unfilled orders are 
at peak levels. Dividends of $.40 a share have been paid in 1944, 
against $85 in 1943. Both d'vidends and earnings have been variable for 
the last ten years, Working capital at present is $3,144,000, with a 
current ratio of 4.5. Out of debt to banks, and with no funded debt 
or preferred stock, the 505,000 shares of common enjoy a comfortable 
position. 


MARKET ACTION: Recent price—l0!/, compared with 13!4 high 
for the year and a peak of 2534 in 1937. In view of cyclical influences 
on earnings, past volatility has been above average. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 


ASSETS Dec. 31 Dec. 31 

1939 1943 Change 
RS Oe id hho Baa fo aig Sn aia h aan 0.424 0.60 +0.178 
Marketable securities............ eas 0.011 0.311 -+0.300 
ere 0.605 1.110 -+-0.505 
eS eee 1.828 2.006 -+0.178 
TOTAL CURRENT ASSETS........ Fan 2.868 4.029 + 1.161 
Plant & equipment................000- 9.476 9.0€8 0.3&8 
RGSS CODIGCINTION, 6 6.6 circ coe seccctesacces 7.094 6.544 —0.550 
MMIC org’ orc'cia.e 5.0.0.0 ne mstelee o's vie 2.382 2.544 +0.162 
IRE ns eco ais ec adinars cece uaa bs 0.594 0.649 -+0.046 
WOME ED coc cess cece yewoveectecs 5.844 7.213, +1.369 
LIABILITIES 
ON aero a — — — 
Accts. payable & accruals.............. 0.454 -621 +0.167 
OOPS Ch Co RR — 0.264* +-0.264 
Other current I'nbilities................ -- — — 
TOTAL CURRENT LIABILITIES.......... 0.454 0.885 -+0.431 
MN e056 ccc cip ods e's oe ewe scones = 0.150 -0.150 
MMIC «Sa Ch panos ag tac ow th Gaara 2.137 2.137 —_ 
1 CR are arene 3.253 4.041 -++0.788 
WOW AL LUABIDIUIES. oo. ee cca sees. 5.844 7.213 +-1.369 
WORKING CAPITAL................... 2.414 3.144 —0.730 
MINN MIRON fete odie. stacey ere <01ds ats <r arose 6.2 4.5 —1.7 
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BUSINESS: A completely integrated producer and refiner of crude oil 
and it’s numerous derivatives. The oil fields and refineries of the com- 
pany are located mainly in the Midwestern and Southwestern States, 
where over 12,000 retail distributing outlets have been established to 
handle business in normal times, To meet the urgent demands from 
the armed forces for high octane gasoline, Diesel oil, and lubricants, 
as well as to furnish ingredients for synthetic rubber, the largest ex- 
pansion of plant facilities in the company's history has been made 
since the start of war. Of equal importance, an intensified program 
to increase supplies of crude oil was successfully undertaken. During 
1944, the company says, 95% of crude oil used in its refineries have 
been drawn from own resources, 


OUTLOOK: The natural and urgent demands for petroleum products 
should create a seller's market for an extended period in the future. 
When the end of the war with Japan brings a areat drop in military 
and naval requirements, civilian demands of unusual intensity should 
immediately assert themselves. As a result, few industries can equal 
with warranted optimism the outlook for a rapid resumption of good 
business, which the oil industry appears to enjoy. For a while, at 
least, the reduction of motor vehicles in use will affect public demand, 
but this factor should only be of temporary character. 


COMMENT: Company has an advantage in being able to base its 
prices merely on finished products, without reference to prevailing 
prices and supplies of crude oil, As of Dec. 31, 1944, working capital 
was $32 millions compared with $9 millions in 1939, with a current 
ratio of 2.5. Dividends paid on the common have been $.50 in 1942— 
$.75 in 1943, $1.00 in 1944. Increased production facilities should 
further expand sales from now on. There is no funded debt, the only 
securities senior to the common being 725,000 shares of preferred. 


MARKET ACTION: Recent price—1l6!/g compared the year's high of 
18 and 1937 peak of 243g. Past volatility has been above average, re- 
flecting cyclical influences. 

COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 


ASSETS Dec. 31 Dec. 31 

1939 1943 Change 
Cc ciads ceadecuncsneecsede tawnaaes 8.915 14.400 +5.485 
Marketable securities.................4. = 1.150 +1.159 
MONG BOG i cs core wcteaetiawences 7.859 13.990 6.131 
IN is css caw cctencdsanweaet 17.017 23.531 6.514 
Other current assets...............005: — — el 
TOTAL CURRENT ASSETS........ 000: 33.791 53.071 +19.280 
BPIGEE B CCINO s 6 5 occ cos ccccdecaccees 208.919 250.530 +41.611 
ee eee ee 96.434 118.415 +21.981 
Rg as iccs cn ca wdteece Mawes 112.4€5 132.115 +19.630 
CE iis o's 6. Sh acia ewewe caconcecus 32.291 33.925 -+1.634 
ON IN sas. c:-0: sic wisvvis Bow natin alels 178.567 219.111 +40.544 
LIABILITIES 
ete oo aco ek neckceres coeesc 0.638 0.525 —0.113 
Accts. payable & accruals.............. 9.967 13.799 +3.832 
INOUE ONM os cavcccesvaccascaces — 5.607* +-5.607 
ra” Bal. MO Og CR Cee ore = 1.050 -+1.050 
TOTAL CURRENT LIABILITIES.......... 10.605 20.981 + 10.376 
DOCU NINO so 5 ec ci ccciccceaees 2.362 2.829 +0.467 
aL Ee ere seer 2.783 2.407. —0.376 
CGE MNES ita ee wos rs acavceanauk e - -- — 
MRM oar 8 idee Karan doa de ween 225 — 1.696 +1.696 
MINE 72 ovata d oa. c- ale Obs ACN ee ES 112.035 112.364 +0.329 
SS saci ae eal alacigivs ale fe 50.78 78.634 +-28.052 
TORE REAMIRETIBS. « occcccccccccsceces 178.567 219.111 + 40.544 
WORKING CAPITAL................... 23.18 32.090 -+8.904 
GIS Sic a ccmecrwe che wcceds 3.1 2.5 —0.6 


*After deducting $3.3 mill. U. S. Treasury Tax Notes 
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BY ROGER 


N recent weeks, optimism abounded in the stock 

market generally — and in the rail market, par- 
ticularly. In the accelerated forward movement of 
prices, in which the rail average advanced to the 
highest level since 1937, dividend-paying common 
stocks of our national transportation systems es- 
tablished and retained so impressive a leadership 
that many students of security values have become 
critical of the future. 


Is there justification for the market’s current ap- 
praisal of this group of equities? Is it based merely 
on buying enthusiasm predicated on the basic change 
for the better, underlying the entire market struc- 
ture? Or are these income-producing rail shares 
worth their current prices — and more —in view 
of new and underlying factors in the industry which 
should fully offset the potential traffic decline that 
inevitably must come when the war ends, and which 
even now is being evidenced? 


Regardless of any other considerations, the ability 
of railroads to pay dividends is determined, in the 
final analysis, by the balance of earnings left after 
all expenses, fixed and contingent charges, taxes and 
preferred requirements (if any) have been satisfied. 

But this balance of earnings must be weighed in 
connection with an additional and very pertinent 
factor, which explains why many roads have earned 
so much for their common stocks, yet have paid out 
so small a percentage of available profits in the past 
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decade. It is a conservatism dictated by the necessity | 
for meeting future maturities of debt, especially 


bonds which are due in the near-term — over the 
next five or six years. 


Every company that is not in the so-called “de- | 


pression proof” classification, or which has no fixed 
debt (and there are few of these), has learned a 
valuable lesson from the sordid history of railroad 


bankruptcies, the many, accompanying years of 


costly litigation and the eventual elimination of old 
equities upon completion of reorganization. That is 
why so many of the systems listed in the appended 
table have paid out so little in form of dividends 
of the large share earnings that have accrued in 
the decade ended December 31, 1943. In more recent 
years, much of this profit has resulted from heavy 
freight and passenger business directly attributable 
to the war effort. The industry’s total operating rev- 
enues for 1944 were probably very close to $9,500,- 
000,000 and will not be much less in 1945. 

Nearly everyone is familiar with the small hand- 
ful of railroads which have been able to pay some 
kind of dividend under even the most adverse of 
economic conditions. 

Naturally, such equities are well-suited for invest- 
ment, but at the same time, as our table shows, the 
return is relatively low. This condition will continue 
to prevail. In this category we find Chesapeake & 
Ohio, Norfolk & Western and Virginian, which com- 
prise the “Pocahontas” region railroads. Only be- 
cause of the $0.50 extra dividend, which has been 
paid in each year since 1941, is the return from 
Chesapeake & Ohio, approximately 7%, among the 
most generous of the list of stocks presented. 


The Pocahontas roads, precedent has shown, exist 
in a little world of their own. Because of the high 
density coal traffic they carry, they are able to dis- 
tribute a large percentage of earnings as dividends, 
and because of the heavy excess profits taxes to 
which they are liable, any increase in operating ex- 
penses, or decrease in operating revenues, is largely 
at the expense of taxes. They are “peace” as well 
as “war” rails and for this reason may be included 
in almost any average account. 

Moreover, the Pocahontas roads, unlike most other 
systems, have had virtually no debt problems to 
contend with; they carry little of the expensive pas- 
senger traffic that so often proves burdensome, and 
their bond issues enjoy a high investment rating 
and sell at premiums. Only Union Pacific, Pennsyl- 
vania and Reading, among the other stocks which 
we list, deserve as strong a position as common 
stock investments. 

We have purposely included in our tabulation one 
common stock of a newly reorganized railroad, Min- 
neapolis & St. Louis. The reason for this is that it 
is one of the very few Class 1 carriers without any 
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| long-term debt. Hence, solvency is assured once and 


for all time, and in periods of heavy traffic, large 
dividends will be possible. Another good example of 
this is Pittsburgh & Lake Erie, which in the decade 
ended 1943 has paid out in dividends virtually all 
that it has earned. 

By and large, there seldom has been a more favor- 
able over-all condition for “safe” investment in rail- 
road common stocks. By virtue of large cuts in 
funded debt, advantageous refinancing of old, high- 
interest bond issues with lower coupon obligations, 
by the reinvestment of large sums in new equipment 
and in maintenance of property, and by the tax 
‘eushion” which many carriers enjoy, the longer- 
term outlook for dividend-paying rails has rarely 
been more constructive. 

Since December 31, 1939 to approximately the end 
of 1944, the 19 companies which are listed have 
reduced debt from about 814% in the case of New 
York Central to almost 27% in the case of Atchison, 
Topeka & Santa Fe, which does not, of course, in- 
clude the 100% debt elimination by the Minneapolis 
& St. Louis. And what is more important, this pro- 
cess is still in operation. Hence, as bond yields di- 
minish and preferred dividends provide less income 
at a stated price, there will be more and more of 
an investment over-flow into common stocks. 

It will be noted from our other tabulation (earn- 
ing power of all class 1 roads for the 20 years ended 
December 31, 1944), that total cash dividends have 
not increased in the same proportion as the amount 
of earnings available for fixed charges. 

In each of the years 1942, 1943 and 1944 the bal- 
ance for charges was not greatly different from that 
of the 1929 post-World War 1 peak of $1,611,400,000. 
In 1942, for example, the figure was actually greater. 
Yet the amount distributed as dividends was more 
than $275,000,000 less. And at the same time fixed 
charges have shown a steady and substantial con- 
traction. Moreover, despite the large increase in 
federal taxes, the year 1942 provided more in the 
way of final net income. 


20-Year Record of Class 1 Railroad 


Earning-Power in Relation to 
Total Cash Dividends Paid 


in Millions of Dollars 
Avail. 
Year Cash Divs. for Chgs. 
*1944 225.0 300. 
1943 216.1 1,520.3 
1942 202.3 1,618.1 
1941 185.8 1,143.3 
159.5 818.5 
125.8 727.5 
82.7 503.5 
744.5 
830.2 
687.5 
665.9 
685.3 
550.8 
837.2 
1,227.8 
1,611.4 
1,492.9 
1927 1,379.2 
1926 ls 1,511.0 
1925 342.0 1,389.2 
*Estimated d (deficit) 


Fixed Chgs. 
565.0 
596.9 
656.1 
620.6 
618.7 
629.9 
626.4 
646.1 
664.7 
680.0 
682.8 
691.2 
690.0 
696.5 
703.9 
714.6 
706.1 
706.3 
702.0 
688.4 


Net Inc. 
688. 


874.0 
903.8 
501.4 
185.1 


1928 
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Many roads still have a long way to travel before 
bringing funded debt down to a level of absolute 
safety. For this reason they cannot yet afford to be 
liberal with distributions to common stockholders. 
But the time is coming, irrespective of any change 
to so-called “normal” traffic conditions when share- 
holders will ask, and will receive, a greater percen- 
tage of available profits. 

Even the best of the dividend-paying rail commons 
cannot be expected to advance in price at a time 
when general market conditions are unfavorable. 
Nor will this occur in any other group of stocks 
that can be found on the board today. But by and 
large, time should prove that the present popularity 
of rails, and the aggressive leadership they have 
assumed, is not a mere touch-and-go proposition. 

Basic conditions in the railroad industry have 
changed for the better to a remarkable degree and 
the long-range outlook is now distinctly favorable — 
more so, even, than is discernible on the surface. 
The average speculator, or investor, will do well to 
realize this transformation, and should act accord- 
ingly whenever price-concessions afford the oppor- 
tunity for planned purchases. 

As the appended statistical table shows, the com- 
panies listed thereon for the most part afford very 
satisfactory income yield; but the statistical data 
would be incomplete without discussion of the spe- 
cial problems and specific situations prevailing. The 
following summaries highlighting pertinent and 
most interesting factors as they affect individual 
situations should therefore prove informative. 
ATCHISON, TOPEKA & SANTA FE :—This trans- 
continental system has reduced fixed charges to. 
around $9,000,000 annually, the lowest point since 
1902. Immediate prospects are highly favorable be- 
cause of the traffic impetus to be provided by the 
Pacific phase of the war. The long-term peace out- 
look is satisfactory. The 2,427,000 shares of com- 
mon stock outstanding comprise roughtly 38% of 
the total capitalization. The present $6 dividend is 
well-protected by earnings and may be supplemented 
by an extra in late 1945. Marketability of the shares 
is excellent. 

ATLANTIC COAST LINE:—Farning power has 
shown wide fluctuation in recent years— may de- 
cline sharply in the post-war era. However, the 
company’s holdings of 596,700 shares of Louisville 
& Nashville (to be doubled by the proposed split-up), 
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has provided substantial additional income. In 1941, 
1942 and 1943 this “other” income was equivalent 
to about 70% of the road’s total charges. A perma- 
nent bullish factor is the prospect for increased in- 
dustrialization in Southern territory. The immediate 
earnings’ situation is favorable. The dividend is cer- 
tain to be maintained at the $3 level in 1945. 
CHESAPEAKE & OHIO :—With the exception of 
1915, dividends have been paid on the common stock 
in every year since 1899. Because of the notable sta- 
bility of soft coal traffic and the company’s long- 
haul from the mines which it serves, profits can be 
shown under almost any set of conceivable condi- 
tions. Capital structure is well-balanced, the 7,657,- 
354 shares of common comprising about 49% of the 
total. The stock has distinct investment character- 
istics and is a good vehicle for income. No change 
from the policy of supplementing the regular $3 
dividend with a $0.50 extra is indicated. The low 
level of working capital (a condition which should 
be steadily rectified), was occasioned by the retire- 
ment in 1943 of more than $15,000,000 of preference 
stock. 


ERIE :—Reorganization effected a great beneficial 
change in the company’s capital structure and en- 
abled the revamped company to pay a dividend for 
the first time in the history of the enterprise. The 
$1 basis initiated in 1942 was maintained in 1943 
and 1944 and no change is indicated for 1945. So 
important has been the improvement in credit 
standing that the road has been able to refinance 
newly-created reorganization debt on very favorable 
terms. Company repurchases of preferred stock, 
through tenders or otherwise, are possible, and if 
carried out will bolster the position of the common 
and certificates of beneficial interest. 

GREAT NORTHERN :—Debt retirement is steadily 
enhancing the status of this issue, which, strictly 
speaking, is a preferred stock, although it is the 
only class outstanding. The company is one of the 
strongly-situated roads because of its good post-war 
outlook, more than 80% of its tonnage being self- 
originated in normal years. An increase from the 


$2 dividend paid in the last four years is probable 
in 1945. The 2,498,922 shares of $6 non-cumulative 
stock outstanding (without giving effect to recent 
bond conversions) comprise about 48% of the total 


capitalization. The stock has a wide market fol- | 


lowing. 
LOUISVILLE & NASHVILLE :—The 


Although the $7 dividend could readily be increased, 


since earnings continue to run at double that rate, | 
no change is contemplated at this time. Even at | 


current advanced prices the yield is attractive, qual- 
ity considered. Since incorporation the company has 
paid some dividends in every year, except 1932. 
Long-haul and largely self-originated traffic (much 
of it coal) assure good results in the post-war pe- 
riod. Recent refunding operations have provided sub- 
stantial savings in interest charges. 
MINNEAPOLIS & ST. LOUIS :—Except for a scant 
$1,000,000 in equipment obligations, the 150,000 
shares of stock are the sole lien on earnings and 
assets. Because of this position, the dividend-return 
should be satisfactory in any year of average traffic 
and operating revenues. As soon as working capital 
is strengthened, a dividend increase is probable. 
Marketability and public interest are no better than 
fair. The railroad serves an important industrial 
area and should do fairly well even in times of only 
moderate prosperity. 


NASHVILLE, CHATTANOOGA & ST. LOUIS :— 
Of the 256,000 shares outstanding, Louisville & 
Nashville owns about 72%. Hence, the supply for 
trading purposes is meager and dealings are con- 
ducted on a “10-share” unit basis. The system has 
no debt problems and long-term traffic conditions 
are favorable because of the diversified tonnage that 
is moved over its lines. At least $2 in dividends is 
assured for 1945. 

NEW YORK CENTRAL :—Debt reduction is stead- 
ily approaching a level where satisfactory earnings 
should be possible even in average traffic years. Fi- 
nancial postion has improved to 





































(*000's omitted) 
(**also $2 in preferred stock) 
(ton split-up basis) 
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=| the strongest point in history. One 
Nineteen Sound Income-Producing Railroad Common Stocks of the best indications of how the 
a management has been working to 
Indicated Ind. _ Divs. Total Wkg. eliminate “marginal characteris- 
ini . . 3 » R . Yield . Py e 
1945 Div. ‘Earns. 1934-43 N934-43, | 903-44 Price” tics” of earning-power is the fact 
Atch., Topeka & S.F......$ 6.00 $18.50 $23.00 $67.14 $55,803 80 7.50 that since 1932 contraction of debt 
Atlantic Coast Line... 3.00 16.00 8.50 64.70 28,798 50% 5.94 combined with the increase in net 
Chesapeake & Ohio... 3.50 3.75 **31.45 42.40 4,786 5 . ; : 7 
Erie CCHS) oe nccnnnnenn 1.00 1.90 2.00 9.20 25,885 132 7.41 pred —_— has eas $304, 
Great Northern (pfd)...... 2.00 8.25 8.50 45.30 23,472 462 5.38 000, or about $47 a share on 
Louisville & Nashville... 7.00 15.50 53.50 88.50 52,492 102 6.86 the 6,447,413 shares outstanding. 
Minneapolis & St. L..... 2.00 8.75 nil 56.40 1,774 55 3.64 A continued conservative dividend 
Nash., Chatt., & S.L..... 2.00 8.50 . 9.00 38.30 8389 362 5.48 policy is indicated, but given pro- 
N. Y. Central.................... . 6.00 1.50 22.00 137,186 22/2 6.74 fits of ’ given Dp 
Norfolk & Western 20.50 126.00 183.60 32,121 2142 4.66 S of near $5 a share in 1945 
Northern Pacific . j 4.75 1.00 20.40 46,578 20% ase (compared with the estimated $6 
Pennsylvania ............... ee 5.00 14.80 33.20 126,301 33 58 of 1944), a larger paym 
Pittsburgh & L. E........... 5.00 5.25 44.00 47.50 8564 64 7.81 he mr Stook — nage 
Reading «21.00 = 4.00 14.00 34.00 =1,284 «21 4.76 k ge e 
Southern Pacific... 3.00 10.00 3.00 53.00 985,419 41 7.32 market at all times. 
Seen Bemeony 2.75 12.50 2.00 46.60 44,295 34 8.59 NORFOLK & WESTERN :—Com- 
exas & Pacific. 1.00 7.00 2.00 46.20 16,623 27 3.70 : : 
Union Pacific .. 6.00 15.50 60.00 103.80 146591 117 6:13 |} jut ge agg vail et. E the 
Virginian... 2.75 ¢21.00 +32.70 3,434 4512 5.49 ue chip oO e rail st. Marn- 






ings have declined, rather than in- 
creased, during the war period, 
reflecting the impact of large ex- 
cess profits (Please turn to p. 386) 
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1,170,000 | 
shares of capital stock (51% owned by Atlantic | 
Coast Line) are to be split-up on a two-for-one basis. | 
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lal- | 
nas — a year ago, the oil industry became in- 
32. creasingly concerned about the need for develop- 
ich | ment work in order to insure adequate oil production 


pe- 
ub- 


unt 
100 
nd 
im 
fic 
tal 
le. 
an 
ial 
ly 


& 
or 
n- 
AS 
ns 
at 
is 


oe 
Ss 
i= 
[0 
le 
1e 
0 
3- 
of 
rt 
t 


tte” 


er ate we Wt 


, Aw 





—EE 


to meet steadily rising military needs in all parts of 
the globe. War demands were cutting heavily into 
available resources and exploration as well as devel- 
opment work was hampered by shortages of labor 
and frequent inability to obtain needed oil field 
equipment. 

Since then, development work and especially 
“wildeatting” has been on the increase as an alert 
Government was fully aware of the nearer and 


‘longer term essentiality of this type of activity. 


Higher priorities on drilling equipment were granted 


' to enable expanding search for additional crude oil 





supplies. Tax policies proved an added stimulant to 
new drilling since costs are allowed to be charged 
off against income from other sources. Thus the 
drilling situation had changed a good deal in the 
past year. 

In January 1944, only 884 producing wells were 
completed against 683 the year before and 1,373 
in 1942. In September, however, 1,357 new wells 
were completed as compared with 957 in the same 
month of 1943, and 836 wells in September 1942. 
Moreover, last September the total number of drill- 
ings in process were 4,310 against only 2,721 such 
operations in 1943 and 2,388 at the same time in 
the year 1942, 

All this of course benefitted the oil supply in- 
dustry of which Dresser and National Supply are 
important components. Operations, however, -are 
still hampered by inadequate manpower and restric- 
tions on materials, thus the over-all business done 
is far below potential levels as determined by actual 
and prospective needs for stepped-up drilling activi- 
ties. Once these materialize, after the war, opera- 
tions should expand materially. 

The oil supply industry in the past has displayed 
about the same cvelical trend as the oil industrv 
itself. In the immediate postwar era, there may well 
be a deviation from this trend of the past, since 
deferred drilling activity, maintenance, etc., prom- 
ises exceptionally good business for a considerable 
period ahead. Moreover, export potentials appear 
outstanding, what with the marked trend toward 
greater exploration and exploitation of existing and 
potential oil lands all over the world. Together with 
good domestic demand prospects, this should make 
for intensification of the secular growth trend in 
the oil supply industry, strengthened by increasing 
oil field repressuring at home and refinery moderni- 
zation in virtuallv all parts of the world. Over the 
longer term, cvclical influences of course will con- 
tinue to be felt but product diversity can be ex- 
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pected to afford a measure of protection against 
extreme fluctuations of demand. 

Of the two companies under discussion, National 
Supply Company, the older one, has a far more 
erratic record, the result of a rather complicated 
capital structure little suited to the cyclical nature 
of the business. The original company was organized 
in 1894, followed by organization of an Ohio com- 
pany in 1917, a Delaware company in 1922 and 
finally by the present Pennsylvania company in 
1937. In the latter year, the merger with Spang, 
Chalfant & Co. afforded an opportunity to exchange 
the old 7% preferred stock with $35 arrears for 
one share of new 514% prior preferred stock and 
one share of new $2 ten-year preference stock. How- 
ever, the new preferred also failed to maintain 
regular payments, and arrears were not cleared up 
until June 1943; back dividends of the $2 prefer- 
ence stock presently still amount to $5.50, after 
a payment of $4 earlier this year. 

The history of Spang, Chalfant goes back to 1899. 
Despite the 1937 merger, total assets of National 
Supply today are only slightly larger than in 1930. 
This is principally due to plant retirements; net 
property account in 1943 was nearly $10 million 
less than in 1937. The company for years has main- 
tained an excellent current position; in 1932, the 
current ratio was as high as 21.8 to 1 and in 1938 
came to 11.9 to 1. Present ratio, according to latest 
available figures, is 3.9 to 1. However, over half of 
current assets consisted of inventories, with cash 
assets relatively small. In recent years, there has 
heen some improvement in the financial set-up. The 
$5.4 million 5% bond issue was refunded at a 334% 
rate in 1939 and in 1942 retired with the proceeds 
of a $6 million bank loan. The latter meanwhile has 
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been reduced to $2.47 million. In 1943, a V-loan was 
arranged to finance expanding war production. 

Sales in 1943 were between two and three times 
the old pre-war level, but a large amount of war 
business has been taken on. Sales in the nine months 
ended September gained 19%, due partially to heav- 
ier shipments of oil field equipment. However, costs 
increased faster than revenues and with heavier 
allowances for taxes, renegotiation and contingen- 
cies, profits were only $1.46 a share on the common 
stock compared with $1.92 in the same period of 
1943 and $2.48 for the calendar year 1943. Credit- 
ing back this year’s contingency charge of 26c a 
share makes a better comparison ($1.72 vs. $1.92). 
However, the September quarter was particularly 
disappointing, showing only 44c against 70c last 
year. 

It is difficult to tell how much of this irregularity 
is due to war business and conservative accounting 
policy, and how much (if any) to declining profit 
margins, 

About 80% of sales is normally in pipe, drilling 
machinery, pumping equipment and other supplies 
for the oil and gas industry. Pipe is the principal 
product, and the price of pipe is a major factor in 
determining profits. In 1937 operating income was 
15% of sales, but due apparently to the 1938 de- 
pression, the ratio dropped to 6% in 1938 and held 
around that level for two years longer. It recovered 
to 17% in 1943, but much of this gain was absorbed 
by bigger taxes so that net income has been unable 
to revert to 1937 levels. 

In the post-war period, with elimination of low- 
profit Government sales, the quarterly earnings 
figures will soon reveal whether the company can 
make a real comeback, complete the payment of 
arrears on the $2 preference stock and resume divi- 
dends on the common stock, (only one dividend on 
the present common has been paid, consisting of 
distribution of one-tenth share of $2 preference 
stock in 1937). The Company should benefit by re- 
covery of foreign business after the war; normally, 
exports are 10-15% of the total business. Sales 
offices or representatives are located in Canada, 
England, Argentina, Brazil, Venezuela, Trinidad and 
Australia. 





Geta 3 National eataty does not disclose 
in its statements the amount accrued for excess 
profits taxes as contrasted with income taxes. Of 
$22,559,730 earnings in 1948, $17,500,000 was set 
aside for taxes on income, for renegotiation and 
post-war adjustments, leaving only $5,059,730 net 
income. Obviously, however, relief from excess 
profits taxes might prove of substantial benefit to 
stockholders. 

In contrast to National Supply, Dresser Indus- 
tries, (formerly Dresser Mfg.) presents a picture 
of rapid growth i in assets, simple capitalization, and 
consistent gains in earnings and dividends (see ac- 
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National Supply Co. 


Ratio Approx. 





*Based on 1937 capitalization. 
#After Pag enews for engl wor — of 14¢ in 1942—43c¢ in 
1943; the latter ii 




















companying table). While in 1930 the company had 
total assets of only about $3,000,000 contrasted with 
National Supply’s $81,000,000, a year ago it re- 
ported $25,500,000 against Supply’s $80,400,000. 
Sales have shot up from $4,000,000 in 1936 to over 
$62,000,000 last year. 


The original Dresser oil supply business, (with 
headquarters at Bradford, Pa.), dates back to 1880. 


In 1940 the company entered the western field, ac- | 


quiring Pacific Pump Works at Huntington Park, 
Calif. through payment of 35,000 Dresser shares. 
In 1942 Bovaird & Seyfang Manufacturing Co., 
maker of pumping engines, power jacks and other 
oil field accessories, was acquired. This year, three 
other companies have been acquired — International 
Derrick & Equipment Company, Stacey Bros. Gas 
Construction Co. and Roots-Connersville Blower 
Corp. At a stockholders meeting held October 16, 
the present name was adopted, the authorized capi- 
tal was increased from 350,000 to 600,000 common 
shares, and the par value changed from no par to 
$1. 103,000 shares were issued November Ist to 
acquire International-Stacey assets and business, 
making the present capital 453,000 shares. 


The company now has some twelve divisions, 
subsidiaries and affiliates (including several now 
being acquired) in addition to the original Dresser 
Manufacturing Divison at Bradford. Other units 
are in Ohio, New York, California, Texas, Indiana 
and Canada. Headquarters has been moved to 
Cleveland. 

With these latest acquisitions, Dresser has a 
well-diversified list of products, more in the special- 
ized field than National Supply, which centers so 
largely on pipe and bulk products. Dresser’s sub- 
sidiaries are engaged in the manufacture of prod- 
ucts used variously in drilling for, producing and 
transporting crude oil, gas, and water; in the re- 
fining of oil and the production of synthetic rubber 
and other petro-chemicals. They aid in the utiliza- 
tion of gas in residential, commercial and industrial 
heating and dehumidifying. Dresser doesn’t go in 
for the highly competitive manufacture, which is 
too erratic profit-wise, but otherwise furnishes the 
oil industry with a completely integrated service, 
including drilling, conservation and refinery equip- 
ment, together with engineering and supervisory 
services. 

Dresser also has an interesting sideline in a proc- 
ess for porous-chrome cylinder lining for internal 
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Calen- Oper. Income Net Common Price Book 

dor Net Inc.to Taxes Income Sh. —. of Cerrent Value of || 
Years Sales Sales (Mill.)(Mill.) Earn.* Rati Common 
1943 $146 17% $17 $5 $2.484 166 3.4—1 $13.94 
1942 98 15% 8 4 1.664 7—4 4.5—1 10.82 
1941 91 13% 4 6 3.06 8-—4 6.0—1 9.59 
1940 61 6% 1 2D 49 «10—5 8.1—1 9.55 |}: 
1939 53 6% — 1 D.87 16—6 7.2—1 10.33 
1938 53 6% — 1 D.79 23—13 11.9—1 13.08 
1937 75 15% 2 8 4.90 26—18 5.4—1 14.70], 
1936 52 13% 1 4 1.79 25—7 4.7—1 _ 
1932 _-_ — D4 D5.06 4—1 24.8—1 — i? 
1930 _-_ — 1 3 41.06 42—20 21.5—1 ae 
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combustion engines. Three plants are now in opera- 
tion and are grossing at the rate of nearly $5,000,- 
000 a year. The profit-margin in 1943 was 23% 
before taxes, but after renegotiation. 

Dresser has diversified widely, and under normal 
future conditions it is estimated that the company 
may be about 50% in the oil business, 30% in pipe 
repair parts and 20% in building and miscellaneous 
products. The parent plant at Bradford (together 
with the Toronto plant) renders a complete service 
to almost all kinds of pipe users, for coupling, main- 
taining, protecting and repairing pipe. Dresser’s 
couplers, fittings and repair devices are employed 


/in many different services such as gas, oil, water, 


‘| 


sewerage, gasoline, brine and air. They are found 
in mines, quarries and factories, in the construction 
and paper industries, and on railroads. Sales are 
made in numerous foreign countries as well. More 
' than 1,000 standard items are maintained to service 
pipes ranging from 34” to 92” in diameter. Dresser’s 
cement asbestos water pipe competes with cast iron 
and steel pipe. An important new development is a 
simple and flexible connection for bell-and-spigot 
joints on cost iron pipe. 

The company maintains a continuous research 
effort, and its Advisory Engineering Service works 


_ closely with engineers in many fields. In the past 


few yesrs the staff has been considerably enlarged, 
and sales distribution channels expanded. 


Dresser is also making a strong bid for an im- 


' portant position in the building industry, through 


its subsidiary, Bryant Heater Co. at Cleveland and 
other recently-acquired interests. Products include 
gas-fired boilers, winter air conditioners, furnaces, 
unit heaters, conversion burners for residential, 
commercial and industrial heating and Silica Gel 
Dehumidifiers for control of humidity in industrial 
precision work and for comfort air-conditioning 
systems. 

Bryant in 1908 introduced the world’s first gas- 
fired boilers for homes. Since Dresser acquired the 
company in 1933, its activities and products have 
been further broadened so that the company now 
furnishes a complete line of residential, commercial 
and industrial gas-fired heating and air-condition- 
ing equipment, its various products including 28 
models in 247 sizes and types. Special emphasis has 
been placed on heating units for small homes in 
the $3000 to $6000 range. Merchandising has been 














*After renegotiation. 

After reserve for renegotiation of $2.09 share. 

ea B stock. 

**Adjusted to refiect exchange of one old Class A for 2 new Common 
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Dresser Industries, Inc. 

Years Ratlo ee Approx. | 
Ended Oper. ney ol Common _ Price Book 
Oct. Net Inc.to Taxes Incom Sh. Range of Common Value of 

31 «Sales Sales (Mill.) (Mill. ’ Earn. Stock Dividends Common 
1943 $63 18% $7.4 $1.9 + 534 36—16 $1.75 $28.90 
1942 29 18% 3.0 1.6 4.78* 17—13 1.25 25.13 
1941 12 20% 1.1 1.0 3.02 23—13 1.00 20.04 
1940 12 20% 1.0 1.2 3.57 30—15 2.00 18.06 
1939 717% 10 41.2 255 17—6 75 16.48 
1938 6 5% — | 18 14—7 ¢ Nil 14.59 | 
1937 6 10% | 4 #%1.30 39—8 t 50 22.33% 
1936 4 13% an 4 #%1.45 36—13t 1.31 14.80% 
19320 — mee — 04 13—2 t 72 =16.47% 
1930 — — | 9 3.08 45—l1t 1.83 15.734 





largely effected through gas utility companies which 
naturally benefit by increased loads required for 
space heating. About 90% of sales are made direct 
to utility companies or to distributors who co- 
operate with the utilities. 

The Dresser Industries’ important component, 
Clark Bros. Co. at Olean, N. Y. (which, like Dres- 
ser’s Bradford plant, was founded in 1880) makes 
gas-driven engines, diesel engines and power-driven 
compressors. Where pressure is too low in an oil 
well, Clark compressors help to force the oil from 
the well by gas or air-lift methods, and Clark en- 
gines pump the oil through the pipe lines. These 
compressors are used to extract natural gasoline 
from natural gas, to recover valuable gases, and to 
aid in a variety of other technical processes in 
connection with oil and gas. 

Out on the Pacific Coast, Pacific Pumps, Inc. (ac- 
quired in 1940) has been reinforced by acquisition 
of the California plant of International Derrick and 
Equipment and by the latest member of the Dresser 
family, Kobe, Inc. The latter company has a unique 
and ingenious system for hydraulic pumping of oil 
wells, the pump (small in diameter but of consider- 
able length) being at the bottom of the well. 

International-Stacey Corp., also acquired this 
year, is a consolidation of International Derrick and 
Equipment Co. and Stacey Engine Co. (both in 
Columbus, Ohio). Through six subsidiaries it oper- 
ates seven factories, four in Ohio, and one each in 
Indiana, Texas and California. It makes a large 
variety of special equipment for oil well drilling and 
production, together with building equipment for 
servicing arports and hangars. The Roots-Conners- 
ville Blower Corp. plant in Indiana, Stacey’s most 
profitable subsidiary, has a widely diversified clien- 
tele including foundries, coke oven plants, steel 
plants, paper and cotton mills, breweries, sugar 
mills, chemical plants and many others. 

In view of the rapid changes taking place in the 
Dresser organization, it is difficult to undertake 
exact earnings estimates. If International-Stacey 
whose sales would increase total volume by about 
one-third, had been merged in 19438, earnings ac- 
cording to estimates in interested quarters would 
have been raised from $5.53 per share to $6.15. For 
the postwar period, assuming a profit margin of 15% 
before taxes and a 40% tax rate, earnings poten- 
tials are held to range from $5 to $7 per share, 
about the same as an- (Please turn to page 385) 
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War and Market 


War news seem to have ob- 
scured, even eliminated, techni- 
cal market considerations and 
day-to-day developments hence- 
forth may well loom larger as 
market factors. In the past, as 
we recall, the market exhibited 
considerable stoicism in the face 
of short term events, preferring 
instead to look far ahead. The 
changed position now is that the 
tenor of European war news over 
the next few weeks will deci- 
sively determine the longer term 
trend of events. Undoubtedly, 
the somber war news coming at 
a time when the market had just 
registered new highs for the cur- 
rent bull market, found the mar- 
ket in a weakened technical po-, 
sition; and quite apart from that, 
there has to be considerable bear- 
ishness, in many quarters, even 
before the Nazi drive. Thus re- 
cent selling pressure was not at 
all surprising. We venture the 
opinion that a favorable turn in 
the military news will do more 
than anything else to restore 
sentiment. Meanwhile, alternat- 
ing periods of strength and 
weakness appear in the offing, 
fluctuating with the tenor of war 
communiques; but at the moment 
the market appears somewhat 
more sensitive to bearish than 
to bullish news developments un- 
less the latter are of oustanding 
character. Somehow, the techni- 
cal position created by the recent 
market rise still has to be recon- 
ciled. 


Boon For Railroads? 


Congress is expected to do 
something early in the new year 
to relieve railroads of their costly 
rate reduction arangement with 
the Government under their land- 
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grant contracts. It is costing the 
roads about a quarter billion dol- 
lars a year in gross revenue to 
continue carrying U.S. Army and 
Navy forces and materials for 
50% of the regular rates. Addi- 
tionally, there is a dispute over 
the question whether preferential 
rates also should be applied to 
the Maritime Commission, the 
Panama Canal Commission, the 
War Finance Office and _ lend- 
lease materials. In peace times, 
these preferential rates, which 
date back nearly a century, were 
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of no great consequence earnings- 
wise but they certainly are to- 
day, what with the unprecedented 
movement of men and materials 
entitled to the 50% rate reduction. 
Now the railroads still subject 
to land grant contracts are ap- 
pealing for complete removal of 
the preferential rate provision of 
the interstate commerce act. 
While complete removal appears 
too much to hope for, the pros- 
pect is that Congress will provide 
at least partial relief. 


Elastic Stop Nut 


This stock, after suspension of 
trading on November 29, is back 
on the trading floor of the New 
York Stock Exchange, affording 
an escape chance to those who 
did not like the revelations of 
the company’s affairs. On the 
first trading day, the stock opened 
at 9, a fall of 214 points from the 


last sale prior to suspension, and 


closed at 914 compared with the | 


year’s high of 1514 and a low of 
814. Turnover was 12,600 shares. 


Coppers Repeat 


Believers in market patterns 
like to stress the ability of the 
copper group to signal the end 
of any particular phase of the 
bull market by coming forward 


as they did just before the latest | 


market top. They had their spurt, 
according to Hoyle, and then the 
fires were banked again. 


Markets and Race Tracks 


Some in Wall Street are won- 
dering, and not just in a purely 
frivolous mood, whether suspen- 
sion of horse racing may ulti- 
mately mean greater speculation 
in stocks. Viewed solely from the 
gambling standpoint (not to be 
confused with legitimate specu- 
lation or investment), any trans- 
fer of “interest” from race tracks 
to stock exchanges might well do 
things to the market, unpalatable 
things perhaps. No one of course 
is suggesting seriously that all 
those million wagered on horse 
races will now turn to the stock- 
market but a little  spill-over 
would not surprise. 


Steel Prices 


It looks now as if the steel in- 
dustry will get at least partial 
compensation for the wage in- 
creases recently awarded by a 
WLB decision. OPA is working 
out details of a program permit- 
ting price increases on a number 
of big-volume steel products. 
Clearance from the Office of Eco- 
nomic Stabilization is said already 
to have been obtained. Detailed 
announcement is expected around 
February 1. The price boosts are 
designed to offset increased costs 
which are causing the industry 
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to lose money on many products, 
mostly in the semi-finished lines. 


Turkish Buying 


Turkish railroads plan to spend 
$40 million in this country to ac- 
quire locomotives, freight and 
passenger cars and other equip- 
ment for postwar rehabilitation. 
A special purchasing committee 
is en route to the U. S. to place 
the initial orders, estimated at 
$6 million. This further adds to 
the already very heavy backlog 
of the railroad equipment indus- 
try which will have its hands full 
for years to come. There have 
also been indications that Turkey 
will require large numbers of 
buses and trucks for use where 
topography makes railroad build- 
ing difficult. It is understood that 
vast highway improvements are 
contemplated in conjunction with 
the railway rehabilitation pro- 
gram. 

Split-Up 

Latest split-up news comes 
from United Merchants and Man- 
ufacturers whose directors have 
approved a proposal to split the 
common stock two shares for one. 
Stockholders will be asked at 
their annual meeting February 
14 to approve an increase in the 
authorized number of shares to 
2 million from 750,000. Upon 
such approval, the company will 
issue 660,000 shares to stock- 
holders on basis of one share of 
new stock for each share held. 
The dividend rate to be paid on 
the increased number of shares 
will be considered at the Febru- 
ary Board meeting. The common, 
after establishing a high of 473%, 
is currently selling around 4914 
compared with the year’s low of 
2814. Dividends this year were 
$2 plus a stock dividend. 


Debt Repayment 


Sale of its stock interest in the 
St. Joseph Railway, Light, Heat 
& Power Co. subsidiary, which 
already has been arranged, will 
permit Cities Service Power & 
Light Co. to reduce its bank loan 
to $10.25 million. Last March this 
loan stood at $20 million. Some 
months may elapse, however, be- 
fore the company will be able to 
effect additional subsidiary sales 
and make appreciable further in- 
roads on the bank debt as diffi- 
culties are experienced in sales of 
its stock holdings in Missouri and 
Arizona Corporations. 
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Industrial Rayon 


This company has been doing 
quite well last year. Net was $1.63 
a share in the first nine months 
against $1.58 in the correspond- 
ing 1943 period and $1.98 in the 
like 1942 span. Company, as will 
be recalled, expanded notably in 
the rayon tire cord field. Its total 
capacity only recently has been 
increased to 71 million pounds 
annually of which 42 million 
pounds is tire yarn. Industrial 
Rayon now has a larger percen- 
tage of its output in this field 
than any other rayon producer 
and banks on promising postwar 
potentials for this particular line. 
Its plants are in the Middle West 
near the tire producing centers 
and it is claimed that the com- 
pany’s continuous process is par- 
ticularly well adapted to the tire 
type of varn. Current output goes 
mainly into military tires and 
heavy duty casings where strong 
heat resistance and maximum 
toughness is a_ prerequisite. 











STOCKS MAKING NEW HIGHS IN 
RECENT SELL-OFF PERIOD _ 

Am. Airlines Youngstown Steel 
Am. Hawaii S.S. Door 
Am. News Co. Gimbel 6% pref. 
Am. Smelting pref. National Supply 
Col. Broadcast ‘B” 52% pref. 
May Dept. Stores Cooper-Bessemer 








Pacific Gas & Elec. pref. 
Pittsburgh Coal Reading Ist pref. 
Schaeffer Pen White Sewing 








Third Ave. Transit Mach. prior pref. 











Drug Items 


Production of sulfa drugs which 
amounted to 650,000 pounds in 
January 1944 had dropped to 
150,000 pounds in September, the 
decline probably resulting in 
large measure from heavy Go- 
vernment stockpiling for the 
armed services with subsequent 
easing of demand. However, ac- 
cording to the drug trade, there 
is a possibility that the advent of 
penicillin may have been respon- 
sible in part for smaller sulfa 
output. If so, this proves once 
more the sometimes unsettling 
effect of rapid progress in the 
sphere of science and industry. 
Another major drug product sub- 
ject to changing conditions is 
the vitamins which went through 
a period of over-exploitation. It 
is fairly certain, however, that 
sulfa drugs and vitamins will 
continue to have a wide market 
though growth potentials now 
appear more limited. Just what 





investment conclusions can be at- 
tached to these trends remains 
to be seen. The strong diversifi- 
cation among drug manufacturers 
should minimize any adverse ef- 
fect growing out of a change 
from expanding to stationary or 
somewhat declining demand. 


Crude Oil Reserves 


America’s proved crude oil re- 
serves were practically unchanged 
at the end of 1944 compared with 
a year ago, according to industry 
geologists, though 1944 with- 
drawals have hit a record of about 
1,680 million barrels, an increase 
of about 12% over 1948. Early 
in 1944, proved crude reserves 
stood at 20,064 million barrels, 
equivalent to about 12 years sup- 
ply, lowest in many years. How- 
ever, these represent only those 
in blocked-out areas; there is a 
good deal more oil in vast unde- 
veloped areas, awaiting explora- 
tion and development, and no real 
threat of a domestic crude oil 
shortage, in terms of available 
resources, exists. Record wildcat- 
ting activities in 1944, despite 
relatively small yields on indivi- 
dual operations, were responsible 
for offsetting last year’s enor- 
mous withdrawals, fully justify- 
ing the Government’s more en- 
couraging attitude towards step- 
ped-up exploration. 


New Financing 


Dayton Rubber Manufacturing 
Co. contemplates sale of 60,000 
shares of common stock, of which 
50,000 shares represent new fi- 
nancing, the remainder being 
made available from individual 
holdings. Proceeds will be used 
to complete the plant expansion 
program which over the last five 
years has cost the company some 
$3.74 million. Completion of 
these projects is estimated to in- 
volve about $1 million additional. 
Business has been brisk with 
Dayton Rubber and should con- 
tinue so for an indeterminate pe- 
riod in view of enormous demand 
for tires, currently by the mili- 
tary and later by hard pinched 
civilians. 1944 earnings should 
approach $4 per share against $3 
in 1943 and $2.42 in 1942. Since 
the latter year, sales soared from 
$14 million to over $20 million 
and should continue upward as 
additional facilities are coming 
into operation with completion of 
the aforesaid projects. 
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Phones For Autos 


Two-way radio communication 
with and between moving ve- 
hicles such as buses, taxicab and 
truck fleets has long been envi- 
saged as a postwar development 
growing out of successful mili- 
tary application of the “walkie- 
talkie’. Now it looks as if the 
telephone industry is eyeing the 
field as a source of new revenues. 
Bell Telephone Co. of Pennsyl- 
vania has announced surveys in- 
dicating that the company in- 
tends to offer radio-telephone 
service in Philadelphia and Pitts- 
burgh for trucks, buses and other 
commercial vehicles — and priv- 
ate automobiles as well — which 
will be available to subscribers 
on a fixed fee basis similar to 
business telephone charges. Bell 
is questioning trucking compan- 
ies, taxicab concerns, store de- 
livery systems, utilities and 
newspapers regarding the feasi- 
bility of such a service. Plans 
call, tentatively, for construction 
of shortwave transmitters in 
Philadelphia and Pittsburgh, and 
installation: of switchboards to 
link the radio receiver in vehicles 
with existing telephone circuits. 
Vehicles equipped to use the 
system would carry compact 
short-wave receiving and sending 
sets and communication would be 
by means of a handset telephone. 
Autos on the highway would be 
called by giving the vehicle’s call 
number to a switchboard opera- 
tor. When the call comes through, 
a red light will glow on the ve- 
hicle’s dashboard. Drivers can 
make calls by lifting the tele- 
phone, and an operator will dial 
the telephone number wanted. 
Initial service, under existing 
plans, is to be limited to a radius 
of fifteen miles from a central 
point but outlying areas could be 
served later by installation of 
relay stations. If everything goes 
well, the new service may be in- 
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troduced as early as the forepart 
of 1946. 


Ken-Rad Sells Tube Business 


Ken-Rad stockholders author- 
ized the sale of all assets used 
for the manufacture and sale of 
radio tubes, retaining its lamp 
making business in Owensboro, 
Kentucky. The price, expected to 
total over $5 million, is subject 
to an inventory as of January 2 
when the transfer becomes effec- 
tive. Ken-Rad for years has been 
making radio receiving tubes un- 
der RCA license. At present, the 
company is heavily engaged in 
war work related to radio and 
television. 


Wildcatters’ Spree 


Oil companies view the wild- 
catting activities of concerns out- 
side the petroleum industry with 
a mixture of enthusiasm and ap- 
prehension, we hear. They wel- 
come the discovery of new pools 
by outsiders because the country 
needs every drop of crude oil it 
can find to make up for the war- 
time drain on vital underground 
reserves. But they dislike the 
playing up of favorable taxation 
factors attending wildcat opera- 
tions, mindful that Congress 
might decide to make changes. 


Stakes are high enough to at- 
tract swarms of outsiders willing 
to take a long-shot gamble but a 
good many reputable concerns 
are likewise active in the field. 
Peter Fox Brewing Co. has come 
to be a big shot explorer, obtain- 
ing an estimated annual return 
on its oil ventures of $1.5 million. 
An old hand at the game is North 
American Car Corp. which got 
into the business twelve years 
back when it took over a refinery 
and some leases. Chicago Mill & 
Lumber Co. is drilling on its cut- 
over timber-lands in Louisiana. 
Nu-Enamel Corporation is an- 
other Chicago company that has 
ventured into oil but it is drill- 
ing in proven territory. Beech 
Aircraft Corp. is drilling for gas 
near its plant with a view to 
owning its own source of fuel. 
The Lion Oil Co. is reported to 
have agreed to drill test holes in 
Arkansas to probe 240,000 acres 
belonging to the International 
Paper Co., and exploratory wells 
have been sunk in Mississippi on 
land leased by Masonite Corpora- 
tion. There are many other, 
though mostly smaller concerns 
who have been willing to gamble 
on striking oil. In the aggregate, 
they certainly have helped in un- 
covering new reserves. However, 


Increases Shown In Recent Earnings Reports 
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gains from such ventures are dif- 
ficult to measure as against ex- 
penditures, thus no hasty con- 
clusions are warranted as to con- 
— to profits from regular 
ines. 


Oil Abroad 


The urge to find oil is not con- 
fined to the continental United 
States. Active exploration is go- 
ing on in all parts of the Western 
Hemisphere. Thus it is reported 
from Buenos Aires that Union 
Oil Co. of California is moving 
technicians and equipment into 
Paraguay to speed one of the big- 
gest wildcatting operations under- 
taken in this hemisphere. Early 
last October, Paraguay turned 
over the famous Chaco area to 
prospecting and Union Oil geol- 
ogists have completed surveys in- 
dicating the likelihood of oil ex- 
isting in the huge sixty million 
acre area. They are now ready 
to begin systematic exploration 
to determine producing areas. 


Atlas Corporation Goes Overseas 


Atlas Corporation, always iden- 
tified as one of the more enter- 
prising investment trusts, had 
decided to go abroad for new in- 
vestments. It recently announced 
acquisition of the principal in- 
terest in a syndicate which owns 
shares in a radio station in the 
international zone of Tangier, 
North Africa, and in a company 
which plans to install and oper- 
ate other stations in many parts 
of the French colonial empire. 
These new stations, expected to 
be built as soon as conditions per- 
mit, will be in Martinique, French 


Guiana and Guadeloupe in the 
Antilles; on St. Pierre et Mique- 
lon in the North Atlantic; in 
French territories in India; at 
Madascar and Reunion Islands, 
and at New Caledonia. It is pro- 
posed not only to conduct wire- 
less communications but also fac- 
simile transmission, broadcasting 
and television in the course of 
time. Charles Michelson, long a 
resident of Paris has been iden- 
tified with the development of 
these projects since 1936. Other 
participants in the syndicate, if 
any, are not known. 


Brazil Postpones Bond Deadline 


Holders of Brazilian dollar 
bonds will ‘be interested in the 
announcement by the Brazilian 
Government that the period for 
exercising the option of retaining 
their bonds, with reduced interest 
rates, or of accepting new 3%% 
external dollar bonds of reduced 
principal amount but with vary- 
ing cash payments, has been ex- 
tended from December 31, 1944 
to June 30, 1945. The extension 
applies to all outstanding dollar 
bonds of Brazil, its States (other 
than Ceara) and municipalities 
and affects thirty different is- 
sues. Brazil’s refinancing plan, 
comprising the two options A and 
B, was discussed in detail in a 
recent issue of the Magazine. 


Airline Mergers? 


Airline merger gossip buzzes 
through the aviation industry. 
Northeast Airlines is frequently 
mentioned as one component of 
a possible consolidation. So are 
several other small carriers. Civil 

















Declines Shown In Recent Earnings Reports 
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Aviation Board Chairman Poque’s 
recent opinion that Northwest 
and Penn-Central Airlines ought 
to merge to solve traffic problems 
around Detroit has aroused con- 
siderable speculation on the 
Board’s role in strengthening 
smaller air carriers by joining 
them up. 


Middle West Corp. Distribution 


A further capital distribution 
of $5 a share by Middle West 
Corporation is regarded as like- 
ly in 1945 according to financial 
sources. This would be in line 
with the announced intention to 
reduce the company to 40% of 
its present size in complying with 
the Holding Company Act. As an 
initial step in this program, the 
company recently paid $2 a share 
to stockholders, and has filed a 
schedule wherein it proposes to 
liquidate certain investments and 
subsidiaries for approximately 
$13.5 million. Together with other 
available funds and dividend in- 
come, cash resources would then 
be sufficient to make the above 
mentioned payment possible. 


Coal Industry Prospects 


Already a_ substantial bene- 
ficiary from the war, the coal in- 
dustry is expected to gain fur- 
ther from revised estimates of 
the duration of the conflict. De- 
spite the current peak level of 
operations, both bituminous and 
anthracite producers will probably 
be called upon to meet addition- 
al requirements caused by the 
changed military situation. In- 
dicated higher volumes, achieved 
through modernization of min- 
ing, processing and loading fa- 
cilities, should enable most com- 
panies to maintain a favorable 
profit trend at least until the 
European coal industries are 
back to normal. 


Why Shipbuilding Stocks 
Are Firm 


Merchant ship construction will 
maintain at least its present vol- 
ume during the first half of 1945 
and may have to be expanded, 
a Maritime Commission official 
disclosed. Originally, building of 
cargo craft had been scheduled 
to decline sharply this year but 
the program is now being re- 
vamped in the light of the latest 
war developments. The prospect 
is for heavy building schedules. 
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lowing conditions: 


The Personal Service Department of THE MaGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 


3. No inquiry will be answered which does not enclose stamped, self- 
addressed envelope, or is mailed in our postpaid reply envelope. 


| 4. If not now a paid subscriber use coupon elsewhere in this issue and send 
| check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Switch from American Gas 
and Electric? 


“Do you approve switching from 
American Gas & Electric Co. common 
into Boston Edison Co. common? Do you 
consider the dividend safe on the latter? 


“The object of the switch would be to 
replace a holding company stock with an 
operating one. We find that advisory 
services seem to consider the American 
Gas & Electric Co. better than the other 
holding company stocks but we do not 
see much difference as they are subject 
to all the regulations of the S.E.C. which 
have been so unfair to holding companies. 
Probably you can tell me why it is con- 
sidered better than the others.” 


—W. R. Rydel, Pennsylvania. 


Inasmuch as the margin of 
safety for American Gas & Elec- 
tric Co. common is slightly higher 
than that for Boston Edison, we 
cannot recommend a switch for 
dividend payments seem too high 
in relation to earnings in the case 
of Boston Edison Common. 

Indianapolis Power & Light 
Common which is listed on the 
New York Stock Exchange and 
selling around 19-19% seems more 
attractive than either issue men- 
tioned since it is earning $2.09 per 
share on its common stock as com- 
pared with $2.18 for Boston Edi- 
son and $2.23 for American Gas & 
Electric. If we accept American 
Gas & Electric as being worth 
28% on $1.60 dividend basis and 
Boston Edison at 35 on a $2.00 
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dividend basis, a comparable price 
for Indianapolis Power & Light 
Common would be 21. We are un- 
able to discern from available data 
if the company will pay or refund 
the 4% Pennsylvania Personal 
Property tax on its common 
shares though our records show 
that it does refund up to 4% on 
each dollar of taxable value on the 
54% Preferred. If this factor is 
important to you and we presume 
it is, then we suggest that you 
make inquiry of the company at 
17 North Meridian Street, In- 
dianapolis, Ind. 


Control of the company through 
ownership of the common stock as 
formerly invested in Utilities 
Power & Light Corporation and 
later in Ogden Corporation. A 
public offering of these shares was 
made in April, 1940, at $24.00 per 
share and in 1942 they had sold 
as low as $10.25 per share. The 
operating revenues show a healthy 
and gradual advance but net has 
evidently been retarded by in- 
crease in taxes which in 1943 
were equivalent to almost $8.00 
per share of common. The price 
on Boston Edison common has 
ranged from 19% to 36% since 
1940 and American Gas & Electric 
sold as low as 13% and as high as 
39% in this period. 


The greater regard for Ameri- 


can Gas & Electric common 
among supervisory services is 
based on the possibility of early 
liquidation that should net be- 
tween $35 and $40 per share to 
the holders. Likewise, it is selling 
at a discount of 30% from thi 


figure whereas Boston Edison is | 


almost at the high price for the 
last four years. 

Your idea of changing from a 
holding company to an operating 
company stock has considerable 
appeal but Indianapolis Power & 
Light is favored over Boston Edi- 
son at present price levels. 


Central of Georgia 


“Over the past several years I have 
purchased several small lots of Central 
of Georgia 5% refunding bonds due 1959 
at prices ranging from 4 to 17 so that 1 
have a grand average of about 11. Would 
you advise that I continue to hold them or 
should I liquidate and try to get into 
something else that might move faster.” 


—T. F. C., Bladen, N. C. 


Your course of action should be 
decided on the basis of your abil- 
ity to assume the speculative risks 
involved which of course we can- 
not estimate since you supply no 
information in this connection. 
The latest plan proposed by an 
examiner for the Interstate Com- 
merce Commission suggests that 
this particular issue should re- 
ceive the same distribution in 
cash and bonds as set forth in 
the “Trustees Plan” of January 
1944 but calls for only .53 of a 
share of Series “B” preferred and 
4.31 shares of common for each 
$1000 face value of bonds whereas 
the “Trustees Plan” called for 
.784 shares of preferred and 
8.2982 shares of new common. 
The latest plan suggests two Se- 
ries of preferred, Series “A” and 
Series “B” instead of the one 
class of preferred in the previous 
plan with the Series “A” pre- 
ferred likely to be worth from 
20% to 50% more than the Series 
“B” preferred, the differential 

(Continued on page 389) 
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CONCLUSIONS 
MONEY AND CREDIT—Sixth war 
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| loan goal tcppcd by at least$5 billion. 
| Non-banking buyers absorbed 69%, of 
i — - - the year’s national debt increase, 
l against only 59% last year nd 50% 
in 1942. 
en AVESTMENTS 
5 0| Penance : eet 1S TRADE—Consumer expenditures this 
| year were 6%, above 1943 and 57% 
” ahead of 1939. Department store sales 
10n a in week ended Dec. 16 topped last 
is _ INVESTMENT IN year by 17%, against increases of 
rly ge U.S GOVERNMENTS 18%, for four weeks and 10% for year 
be- |  . wn to date. 
te ° 90 e, oo wet” 
ne 3 3° cemano Deposits INDUSTRY — Recent war develop- 
nj | ” ments call for speed-up of inductions 
| and munitions output. Manpower short- 
Pe 20 sour age will hit non-war industries hard next 
| ee, yore year, and many categories of civilian 
~~ IN. CIRCULATION goods will be in scant supply. 
a. oo | 
& seenk: Gane COMMODITIES—Price advance con- 
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C Heavy snow storms in several eastern regions 
™ have so hampered transportation and bituminous BUSINESS ACTIVITY 
|. coal production that per capita business 17¢-—————- a ae. 
: activity has dropped more than 1% during the = ont th —_ | 
> past fortnight to a level fractionally under last 
i. year. This is the first time since February, 1943, ie 
r that business activity has been lower than a iss 
t year earlier, Without compensation for popula- — 
‘ tion growth, however, the nation’s physical vol- en 
: ume of business is still nearly 1% larger than 
y a year ago. ais | | 
A . * + 135-———— ra =e eons — 
General Clay declare sthat war output next 3 A rasan ol — 
year must rise substantially above 1944. In other 5 
, Government circles armament demand, and = ep ee 
hence government expenditures, are expected ne a 
to hold close to the present level for 6 to 9 
months after V-E day. With this in mind, the ss 5a 
WPB has effectively halted further reconversion a oe 
steps by freezing civilian goods production at 
present levels indefinitely. ie 
* * * (| Aas =m 
With stepped up armament demand and in- i a On” a ee ea 
(Please turn to the following page) a 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
ag rig te (tf) $b Dec. 20 1.67 1.76 1.55 0.43 (Continued from page 373) 
umulative from Mid-1940_ Dec. 20 241.5 240.0 151.00 14.3 pn oe armed forces, 1945 wil be the 
leanest war year for civilians, There wi in- 
creasingly acute shortages of food, clothing, 
FEDERAL GROSS DEBT—$b Dec. 20 229.9 240.0 151.0 55.2 transportation and essential services. Rationing 
of erstwhile point-free meats and canned —= 
|| has already been resumed, In the industrial fie 
MONEY SUPPLY—Sb the supply of steel, copper, lead, zinc, chemicals 
i Demand Deposits—101 Cities... Dec. 20 35.1 35.9 34.2 24.3 and canoe will a become critical, Bol- 
Currency in Circulation... Dec. 20 25.3 25.2 20.4 10.7 | stered by recent reverses on the western io 
the Army has now assumed almost complete 
control yr WPB _—_ a ~ — 
BANK DEBITS—13-Week Avge. stances, civilians must and should “take it an 
New York City—$b. Dec. 20 6.30 6.14 5.00 3.92 like it.” 
100 Other Cities—$b_. Dec. 30 8.19 8.07 7.45 5.57 ee 
INCOME PAYMENTS—$b (cd) Oct, 13.67 13.68 12.69 8.1] To hold labor forces, there is growing agita- 
Salaries & Wages (cd)... Oct. 9.39 9.28 8.77 5.56| tion for raising substandard wages in such essen- 
| Interest & Dividends (cd)... Oct. 0.80 1.29 0.82 0.55| tial industries as textiles. If wages continue to 
| | Farm Marketing Income (ag)... Oct. 2.45 1.95 2.25 1.21] rise as consumer goods become scarcer, it's 
Includ’g Govt. Payments (ag)....... Oct. 2.49 2.01 2.28 1.28| going to be increasingly difficult to avert in- 
flation. In fact black-marketeering even now 
CIVILIAN EMPLOYMENT (eb)m Nov. — 2 a on See ee ee oer 
Agricultural Employment (cb) Nov. 8.1 8.7 7.7 ys ution. 
Employees, Manufacturing (Ip) Nov. 15.6 15.7 17.2 13.6 * ¢ 8 
Employees, Government (Ib). vy 5.9 5.9 5.8 4.5 
UNEMPLOYMENT (cb) m ov. 0.7 0.6 0.9 3.3 
The Commerce Department reports that con- 
sumer expenditures for goods and services will 
total $97 billion this year—a new high record: 
FACTORY EMPLOYMENT (1b4) Nov. 153 154 171 141 6% ahead of 1943 and 57% above 1039. Even 
Durable Goods Nov, 205 207 234 168 . . A 
on a quantity basis, consumers bought more in 
Nen-Durable Goods Nov. 113 113 121 120 1944 than during the previous year and, with 
FACTORY PAYROLLS (ib4) Oct. 315 313 333 189 a somewhat lower volume of civilian production, 
ac lated inventories must have been drawn 
FACTORY HOURS & WAGES (Ib) on rather extensively to meet the record year- 
Weekly Hours Sept. 44.9 45.2 44.7 40.3 | end demand. Most of the increase in consumer 
Hourly Wage (cents) Sept. 103.) . 101.6 99.3 78.1 expenditures for services, however, was accounted 
Weekly Wage ($) —_ somienet  agh 46.25 45.86 44.39 —-32.79| for by higher wages for domestic help. 
* * * 
PR'CES—Wholesale (1b2) Dec. 16 104.4 104.2 102.9 92.2 
Retail cdib) Oct. 139.3 139.3 135.4 116.1 Department store sales in the week ended 
Dec. 16 were 17% above the like period last 
year, compared with increases of 18% for four 
cost OF LIVING (Ib3) Oct. 126.4 126.5 124.4 110.2 weeks and 10% for the year to date. 
LS Re RE Oct. 136.4 137.0 138.2 113.1 
Clothing ... Oct. 141.7 141.4 133.3 113.8 a" 
Rent _. Oct. 103.2 108.2 108.0 107.8 
RETANL TRADE hess taraees pare oe 
eee ee Oe) Pe a 6.05 5.89 5.72472 | Liquid savings by individuals during the third 
cap “cing” Ane gugmaaereaaa _ ; : x = quarter set a new high at $10.6 billion, against 
Non-Durable Goods .. Oct. 5.16 5.07 4.94 3.58 Sa cg 
$8.7 billion in the second quarter and $9.8 
Dep't Store Sales (mb) WR sce pace Nov. 0.67 0.59 0.58 0.40. -<aleaas ‘ , 
billion in the third quarter of 1943. Third quarter 
Chain Store Sales (ca) Nov. 206 196 187 151 savings consisted of $1.3 billion in currency, 
$2.9 billion in demand deposits, $2.1 billion in 
MANUFACTURERS’ time and savings deposits, $2.4 billion in U. S. 
New Orders (cd?) —Totol ——s _ Oct. 319 299 284 212 Government bonds, $1.2 billion in Government 
Durable Goods Oct. 450 429 421 265 insurance and $0.7 billion in private insurance. 
Non-Durable Goods Oct. 229 215 197 178 
Shipments (cd3)—Total —.. Oct. 283 273 270 183 * * © 
Durable Goods Oct. 387 370 371 220 
Non-Durable Goods . Oct. 209 198 191 155 
eee ape . Treasury estimates — the Sixth War Loan 
overshot its $14 billion goal by at least $5 
llion. Savings bond subscriptions, as usual, have 
BUS'NESS INVENTOR!IES—$b Oct, 2° 2 «ms wilt g aoe 
End of Month (cd)—Total Oct. 170 17.1 17.8 16.2 | Spee Sow te coming ter bat om doubtless top 
their quotas for such issues close on Dec. 31. 
Manufacturers’ Oct. 4.0 4.0 4.0 4.6 
Wholesalers’ Oct. 68 bb 68 72 Bond redemptions for December probably 
Retailers’ Oct. 155 161 153 139 amounted to less than 1% of the total outstand- 
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Latest Previous Pre- 
Wk.or Wkhoor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—I—pc Dec. 16 156.8 158.0 156.2 141.8 ene eee Pg aes 
M. W. S.)—I—np.---__ | Dec. 16 = 168.1 = 169.3 -165.5 ~—-'146.5 | ing. It appears that commercial and Federal 
reserve banks this year will have absorbed only 
INDUSTRIAL PRODUCTION (rb3) Nov. 232 232 247 174 31% of the year's national debt increase, against 
Durable Goods, Mfr... Nov. 342 245 376 141 41%, last year and 50% in 1942. Plans are al- 
Non-Durable Goods, Mfr. Nov, 147 169 180 141 ready being laid for the seventh and eighth bond 
CARLOADINGS—t—Total - nee ss | hlUu. | rer 
Manufacturers & Miscellaneous... Dec. 16 377 387 349 379 
Mdse., L. C. L, Dec. 16 102 107 99 156 _ ee 
Coal Dec. 16 143 170 177 150 
Grain Dec. 16 45 44 49 43 Under the tax “simplification” bill passed by 
ELEC. POWER Output (K.w.H.Jm | Dec. 16 4,563 4,538 «4,613 3,269 | ‘Congress earlier in the year, income taxes for 
folks without children are going to be con- 
SOFT COAL, Prod. (st) m Dec. 16 10.0 11.9 12.7 10.8 | siderably higher in 1945, and moderately lower 
Cumulative from Jan. 1 2. Dec. 16 599 589 570 466 for heads of a large family; but social security 
Stocks, End Mo. Oct. 65.1 64.9 68.8 61.8 taxes have been frozen for another year at 
1% each for employers and employees. 
PETROLEUM—(hbbls.) m 
Crude Output, Daily 0... Dec. 16 4.69 4.70 4.36 4.11 es 
Gasoline Stocks Dec. 16 82.75 80.88 71.69 87.84 
Fuel Oil Stocks Dec. 16 59.28 60.46 57.71 94.13 
Fleating: Oil Stocks: Dec. 16 42.41 44.44 43.30 54.85 The WFA has asked Congress for authority to 
LUMBER, Prod. (bd. ft.) m OT a Beg Bg et aprgenes: 
Stocks, End. Mo. (bd, ft.) b Nov. 3.8 4.1 41 12.6 prices of farm products to drop well below 
STEEL INGOT PROD. (st.) m Nov. 7.26 7.58 7.37 _6.96| ‘Parity while the Government compensates farm- 
Cumulative from Jan. | | Nov. 82.0 748 81.6 74.69) ers for the loss. In situations where supply ex- 
ceeds demand the expedient would obviously 
ENGINEERING CONSTRUCTION tend to absorb the surplus under the incentive 
AWARDS (en) $m Dec. 21 20.2 31.8 34.7 93.5 | of lower prices, reduce living costs, lessen the 
Cumulative from Jan, | Dec. 21. ‘1,707 1,686 3,034 5,692 pressure for higher wages and help to reopen 
the farmers’ export markets without resort to 
MISCELLANEOUS export subsidies which invite reprisals. Taxpayers, 
Paperboard, New Orders (st) * Dec. 16 138 174 140 165 of course, would foot the bill; the choice must 
Waste Paner Stks., End Mo. [ t Oct. 187 175 125 167 be made between higher taxes and higher liv- 
U.S. Newsprint Consumption (st) + Nov. 292 301 296 352 ing costs, In either event consumer incomes can 
Do., Stocks, End Mo. (st}t Nov. 523 529 525 523 purchase no more than the available supply of 
Wood Pulp Stocks, End Mo, (st)t —. Oct. 64.9 66.6 74.3 98.5 | goods and services. 
Machine Tools, New Orders—Sm. Oct. 57.2 33.2 30.8 80.0 





ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdilb—Commerce Dep't., (1935-9—100) using Labor Bureau and other data. 
en—Engineering News-Reord. I—Seasonally adjusted index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—I100. !b3—Labor 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—RMillions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
data. np—Without compensation for population growth. pc—per capita basis. rb2—Fderal Reserve Bord, adjusted index (end Mo.) 
1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R, F. C. 
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No. of ————1944 Indexes (Nov, 14, 1936, Cl._—100) High Low Dec. 16 Dec. 23 
Issues (1925 Close—100) High Low Dec. 16 Dec. 23 100 HIGH PRICED STOCKS... 73.26 26.77 73.26F 72.59 
283 COMBINED AVERAGE _... 104.4 79.5 104.4G 103.2 100 LOW PRICED STOCKS... 110.00 75.33 110.00G 110.00 
4 Agricultural Implements .... 178.9 148.6 121.3 165.9 6 Investment Trusts 45.4 34.0 454G 43.2 
9 Aircraft (1927 Cl—100)..... 163.2 118.5 153.5 162.9 3 Liquor (1927 Cl. —100).. . 385.8 291.4 385.R 276.7 
5 Air Lines (1934 Cl. —100).. 580.2 421.9 580.2R 575.5 8 Machinery ___.... . 139.4 105.2 139.4G 135.8 
5 Amusement ......... wis» OORT 68.2 83.2 80.9 2 Wall Order... 1080 82.5 101.0G 99.5 
13 Automobile Accessories. Suede - 183.9 119.0 180.8 168.1 3 Meat Packing 0... 70.8 55.5 70.1 58.7 
12 Automobiles ........... . 34.3 17.6 33.8 32.9 11 Metals non-Ferrous . wee 150.4 116.4 145.2 143.5 
3 Baking (1926 Cl—100) ... 15.0 129 142 14.0 3 Paper SS «C2002Ss—«*22«ssi(atiéaGG—Cs«éiiD«K 
3 Business Machines .. 220.3 171.9 220.0 220.3G LL OC 143.5 121.3 140.4 138.7 
2 Bus Lines —" Cl. 1100). 125.2 101.9 122.1 122.8 19 Public Utilities | eee 59.9 48.7 56.1 54.7 
5 Chemicals ........... 197.6 176.0 191.4 187.7 4 Radio (1927 Cl—100).. 31.1 21.5 27.9 27.3 
4 Communication 78.3 57.1 T22 75.2 B. Railroad Equipment _. ... 71.3 51.5 71.3G = 69.7 
12 Construction ......... circa! 33.1 42.7 42.0 8 Railroads... . 2325 14.1 22.4 23.5G 
6 Containers 2... uu 286.4 = 220.1 280.0 273.6 " Shipbuilding 107.7 70.3 101.5 107.7B 
8 Copper & Brass oo... 75.0 62.5 72.7 Ta.8 3 Soft Drinks ........... « S9an 305.2 392.2R 392.2 
2 Dairy Products .............. .. 48.0 38.6 47.9 47.6 12 Steel & Iron .... : . 82.7 65.7 81.8 80.8 
6 Department Stores ..... . 41.6 28.2 41.6G 41.1 EL . 56.2 41.7 55.7 55.8 
5 Drugs & Toilet Articles 116.8 81.0 112.8 116.8N 2 SOrana oe 178.2 160.7 168.2 169.1 
2 Finance Companies ............. 248.9 216.1 222.4 217.9 3 Textiles ....... ree 57.6 48.0 57.3 56.1 
7 Food Brands .................... <a VAN 123.1 135.6 133.4 3 Tires & Rubber 33.9 25.4 33.8 33.4 
2 Food Stores : 55.0 46.5 54.9 54.8 4 Tobacco... ie : 74.2 60.2 67.7 66.6 
AT UCN ee 56.4 78.3 82.4 2 Variety Stores 259.3 219.7 258.1 253.1 
3 Gold Mining . een 1 OT Gc 879.9 930.0 910.8 21 Unclassified (1943 Cl—100) 137.8 98.7 136.4 137.8A 








New HIGH since: A—1943; B—1942; F—1938; G—1937; N—1931. R—New all-time HIGH. 











JANUARY 6, 1945 375 











Trend of Commodities 


Farm commodities, under leadership of wheat and rye, 
continued to advance moderately during the past fortnight. 
With the Government guaranteeing parity prices to the 
farmer for at least several years after the war, the steady 
advance in farm real estate prices is scarcely surprising. 
According to the Federal Reserve Board, farm realty prices 
by November had risen to 44% above the 1935-9 average, 
while voluntary land sales during the 12 months ended 
March 30 averaged 53 per 1,000 farms, topping the pre- 
vious peak reached in the 1919 land boom. The Agriculture 
Department says that 1944 crop production will be 6%/, 
greater than last year, with corn at a new high of 3,228 
million bushels, and wheat at a new peak of 1,078 million 
bushels against 841 million in 1943. Only 561,000 acres of 


sugar beets, however, were harvested in 1944, the lowest 


in 20 years, and it is privately estimated that not much 
more will be harvested next year despite the WFA goal 
of 951,000 acres. Growers we labor shortage as an ex- 
cuse; but Washington says the beet people have turned to 
more profitable crops. Growers’ ceiling prices for the 1944 
crop of cigar filler and binder tobaccos will in most in- 
stances be the same as for the 1943 crop. A leading 
cigarette maker says that his production could be upped 
25%, if enough aged tobacco were available; but that any 
increase in leaf production next year could not be reflected 
in greater cigarette output until 1947 at the earliest. The 
potato crop this year was 15%, under 1943, but 7%, above 
the ten-year average. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo, 1 Yr. Dec. 6 
Dec.22 Ago Ago Ago Ago Ago 1941 
este 182.9 182.9 182.8 182.5 182.5 178.9 156.9 
168.7 168.7 168.7 168.7 168.4 168.0 157.5 
192.7 192.7 192.5 192.0 192.2 186.3 156.6 


28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities 


12 Foodstuff .. 
16 Raw Industrials 20. 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo, 1 Yr. Dec. 6 
Dec.22 Ago Ago Ago Ago Ago 1941 
223.7 223.2 222.7 222.3 224.4 218.2 163.9 
207.3 207.4 207.2 207.2 207.3 206.2 199.2 
166.3 266.3 166.2 165.7 165.7 160.5 148.2 


7 Domestic Agricultural 
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Average 1924-26 equals 100 
1944 1943 1942 1941 1939 1938 1937 


Hih - 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low . 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
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RAW MATERIALS SPOT INDEX 


SEPT. OcT. NOV. DEC. 





100 
































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1944 1943 1942 1921 1939 1938 1937 


High 976 96:0 “169.1 “65.7 76:3 “654 95 
Low - 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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Preview of Trends 
In the Making 





(Continued from page 339) 


ging output. Manpower and other 


production problems are likely to 
find fast solutions in the real 
emergency that has cropped up. 
But under the circumstances, it 
will be difficult to do any forward 
planning except of the most gen- 
eral sort. The kind of reconver- 
sion thinking that has been going 
on in the recent past, once it 
can be re-activated, may well have 
to give way to entirely different 
concepts. Thus not only for Lusi- 
ness and industry but for the in- 
vestor as well, the months ahead 
may constitute a trying yeriod, 
a period when there is much dark- 
ness and little light in regard to 
the future. 


A longer war, as now widely 
expected, will also mean a cost- 
lier war. Speaking of war costs, 
it may be well to note the differ- 
ence between a long war and too 
long a war. Expenditures will rise 
with each month the end is de- 
layed, and on basis of present 
estimates of the duration of the 
global conflict, and its intensity, 
they may ultimately reach a stag- 
gering total, quite apart from the 
infinitely more important ques- 
tion of human casualties. Future 
debt+figures, and budget figures, 
thus promise to present us with 
a major economic and _ political 
issue. The future handling of this 
problem will be of utmost sig- 
nificance, 


Seeing nothing but rising bank 
deposits and cash holdings, many 
people are prone to lose sight of 
the eventual burden on every one 
implied in our ever-growing pub- 
lic debt. The value of those bank 
deposits and cash holdings, how- 
ever, depends on the people’s full 
acceptance of that burden in the 
form of continued heavy taxes in 
peace-time. The prospect is that 
one of the foremost political ques- 
tions of the future will be: Who 
will pay how much? 


Curiously, a costly war can be 
both inflationary and deflation- 
ary, depending on postwar debt 


management. Up to recently, we- 


used to think in terms of post- 
war budgets of between $16 and 
$20 billion; now, a figure of $25 
billion, perhaps $30 billion, is in- 
creasingly talked about. If we are 
to stop deficit financing after the 
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war, such a budget would great- 
ly limit the outlook for tax relief, 
thus be distinctly deflationary in 
its over-all effects on our econ- 
omy. If we continue deficit fi- 
nancing, the inflationary conno- 
tations of a $25 or $30 billion 
budget are unmistakable. It all 
boils down to a very “iffy” ques- 
tion, but one that eventually must 
be coped with in all its stark 
reality. 

For the duration, meanwhile, 
it can be forecast with consider- 
able assurance that anything ap- 
proaching a run-away inflation is 
definitely not in the cards. While 
prices and wages may continue 
a selective and creeping advance, 
no further great boost in living 
costs appears in the offing. The 
price front, on the whole, should 
remain fairly stable. What will 
happen after the war is anybody’s 
guess. The zreater the rise of 
our debt, due to prolongation of 
the war, the bigger will be our 
postwar stabilization problems. 
Already we hear of plans for 
“controlled inflation”, not only to 
cope with the debt problem but 
to maintain purchasing power of 
workers and counteract any pos- 
sible deflationary trend arising 
from reconversion difficulties. 

Under the circumstances, tax- 
payers may perhaps hear a great 
deal of talk about tax reductions 
but the prospect is that they may 
have to wait a long time for ac- 
ual tax relief. Treasury experts 
have always insisted that the key 
date in the revenue-expenditure 
picture is not VE-Day but VJ- 
Day, and recent estimates of far 
smaller VE-Day cutbacks tend to 
underscore that argument. Total 
war expenditures will continue 
high, hence revenues must stay 
high until the end of the global 
conflict. Even a 25% cut in over- 
all war production after Ger- 
many’s defeat — currently the 
most sanguine estimate — would 
bring a drop of only 15% to 20% 
in total expenditures, meaning 
that during most of the Japanese 
war, we would still spend about 
$6 billion monthly for war pur- 
poses. This would point to an an- 
nual budget of around $80 billion, 
and, with the present tax system 
yielding about $45 billion a year, 
seems to leave little room for any 
relief, 

Even on the question of tax re- 
duction after Japan’s defeat, no- 
thing can be taken for granted. 
With a postwar budget of $25 
billion, any sizeable decline in na- 


NOTE—/rom time to time in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is number fifty-two of a series. 
ScHENLEY Duistitters Corp., New YorK 





Miracle Eye! 


In the midst of the devastation of 
global war, let’s call a recess from the 
news of the battlefront and visit the 
sector where science is advancing—con- 
structively. 


You've heard a great deal, now and 
then, about progress in the field of elec- 
tronics. So come with me to Schenley 
Laboratories, Inc., at Lawrenceburg. 
Indiana, and get your first look at a 
rare new precision instrument called an 
“electron microscope.” It is one of the 
few in the United States today and was 
developed and perfected by RCA Le- 
boratories. 


To give you just a slight idea of the 
magnifying power of this magic instru- 
ment, we'll take a human hair, which is 
about fifteen ten-thousandths of an inch 
in diameter and, presto, you look at it 
through this miscroscope and its size 
has changed to the proportions of the 
Washington Monument! That single 
human hair has been magnified about 
thirty thousand diameters. By making 
use of photographic enlargements, this 
magnification can be still further in- 
creased to one hundred thousand diam- 
eters. Think of this as compared with 
ordinary optical microscopes which mag- 
nify objects from two to three thousand 
times, 


The human eye can now see objects 
which it has never gazed upon before; 
whose existence may have been sus- 
pected but which have, heretofore. never 
been seen. Here is a new “secret 
weapon.” on the side of construction— 
not destruction! 


The electron microscope is expected 
to play an important role, also, in the 
remaining days of the war. It will 
enable chemists and bacteriologists to 
widen their investigations of fermenta- 
tion in the production of essential war 
alcohol; in the studies of yeast, which 
changes grain sugars into alcohol re- 
quired for explosives and synthetic rub- 
ber; for new research on the vitamins 
which enrich livestock and poultry feeds 
processed from the residues of grain 
which is used in making alcohol and in 
normal times—whiskey, 


We'll say, again and again, that scien- 
tific progress can never be halted... 
come plagues, or wars or holocausts. 
Men and women in white keep march- 
ing on—with their eyes on the stars! 


MARK MERIT 


of SCHENLEY DistiILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Avenue, N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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ANOTHER LOOK AT — 


NATIONAL ACME... EX-CELL-O ... FAIRBANKS MORSE 
SIMONDS SAW & STEEL... BLACK & DECKER 


2 a ae iP 


Machine Tool stocks in recent months have done 
somewhat better than the market as a whole, in 
contrast to their laggard action in 1942 and 1943, 
and latest “ruggedness” in market performance 
left many at or very close to their highs for the 
year. Back of this improved showing is more op- 
timistic appraisal of the postwar outlook. All signs 
point to active demand for new machine tools both 
from domestic and foreign users and export pros- 
pects, in particular, point to heavy shipments 
abroad. It has been estimated officially that sales 
to South America, for example, may double or even 
triple the prewar figure of over $100 million an- 
nually, including industrial machinery, road build- 
ing and construction tools, electrical machinery, 
mining machinery and a diversity of machine tools 
for consumer goods industries generally. 

In addition to this promising outlook, compre- 
hensive checks made throughout the country indi- 
cate that the anticipated postwar mahine tool sur- 
plus will be manageable. In other words will not 
be an unduly depressing factor on sales or produc- 
tion. In short, the postwar adjustment for the in- 
dustry will be far less severe than previously 
feared. Except in a few isolated cases, reconversion 
will be relatively simple. The regular products of 
most companies have been in strong direct and in- 
direct war demand and a return to peace-time pro- 
duction will not involve large cash expenditures for 
the majority. 

Despite heavy renegotiation and tax payments, 
the generally large profits of the war years have 
materially strengthened the financial positions of 
most machinery concerns, and balance sheets cur- 
rently reflect this factor in sharply improved work- 
ing capital positions. To sum up, the cushioning 
effect of industrial reconversion requirements, the 
expected strong domestic and foreign demand, and 
prospects of ultimate elimination of EPT have placed 
the shares of many companies in this group in a 
more favorable market position. 

Currently, about 75% of machine tool output is 
earmarked for direct war production jobs, the re- 
maining 25% is available for essential civilian pro- 
duction. This relationship is expected to continue 
until VE-Day but some further easing may occur 
in the removal of rating control over civilian pro- 
duction, permitting machine tool builders, if they 
can, to set up solid delivery schedules for sixty 
days ahead. Each machine tool maker is expected 
to have considerable leeway under this reported 
scheme. If he has no military orders booked, he 
could devote 100% of his capacity to building tools 
for civilian use, provided delivery in each case was 
scheduled within sixty days. In other words, no 
repetition of intermittent periods of idleness for 
part of a company’s capacity, as occasionally oc- 
curred during the past year or so. 
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With good business for a considerable time ahead 


assured, it is not surprising, then, that machine} 


tool stocks have been doing fairly well. Let’s see 
how some of them fared since mid-year. 


National Acme 


This concern, largest maker of multiple spindle 
automatic machines in the country, has been bene- 


fiting from the bulge in machine tool demand which | 


began in February though shipments now are run- 
ning well below last year’s peak levels. After allow- 
ance for renegotiation, 1944 earnings are estimated 
at about $2.62 per share, narrowing the coverage of 
the dividend which since 1941 has been at an annual 
rate of $2. Capacity operation and reasonably good 
profits are probable for the duration of the war. 
As to postwar prospects, Acme has an advantage 
in that its divisions besides a variety of machine 
tools also make certain electrical equipment, air- 
plane wheels and brakes, contact items and a device 
for purifying water. Auto industry is company’s 
best customer, with electrical equipment, aviation, 
general manufacturing, railroads and other sources 
providing added income. 

National Acme earnings averaged near to $5 a 
share in the past four years but prior to 1940, 
results have been mixed in line with the highly 
cyclical character of the industry. Best pre-war 
net was $2.85 in 1937 and $4.21 in 1929 but for 
the 1936-39 period it averaged only $1.34 per share. 
On this basis, the current price of 2014 would ap- 
pear high though immediate postwar prospects, es- 
pecially with EPT removed, point to a far better 
showing. However, exact postwar volume, taxes 
and net earnings are rather conjectural. 

The stock rose from the year’s low of 13% to 
the peak of 201% and is currently holding quite firm 
around that figure which, incidentally, roughly equals 
the stock’s equity in net working capital. On the 
latter basis, plus fairly good current earnings, the 
stock of course looks greatly deflated; however, the 
cautious investor attitude towards machine tool 
stocks is reflected by the fact that the 1940 and 
1941 highs of 2234 and 233% respectively have 
never been matched since then. 1937 high was 24. 
Since mid-year, the stock has gained about two 
points. The company has a capable management 
which should be able to weather any post-war 
storm. Working capital position is strong with net 
current assets amounting to over $9.5 million at 
the end of last year. Sole capitalization is 500,000 
capital shares. 


Ex-Cell-O Corporation 


This stock has right along been in a “bull move- 
ment” all of its own. At midyear it sold around 
3514, up from the year’s low of 2134. Current price 
is around 4514, after a recent new peak of 4714, 
highest price since the stock has been listed. 
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Earnings for the fiscal year ended Nov. 30, 1944 
are estimated at $4.75 a share, perhaps even $5, 
and a moderate decline from this level is anticipated 
in the early part of the 1944-45 fiscal year. Still, 
dividends should continue at the quarterly rate of 
65c. On basis of average prewar earnings which 
came to around $1.50 per share, the stock now 
looks high-priced; however, it has been purchased 
in the past few months largely on a postwar basis. 
War-time sales have been roughly ten times normal 
prewar figures, and those interested in the stock as 
a long pull proposition must bear this in mind. 
Volume will shrink drastically after the war. 

However, the firm’s ownership of an efficient 
machine for packaging milk and other dairy prod- 
ucts is said to hold considerable promise. In some 
quarters it is reported that the company has orders 
on hand for at least 200 of these machines of which 
about a hundred. are now in use, leased to dairies 
on a royalty basis. Thus royalty income will cushion 
the decline in the transition period. There has been 
talk that the company, for a long time after the 
war, will be occupied to capacity in its milk pack- 
aging machine division, called the Pure-Pak Divi- 
sion. Together with its varied line of other ma- 
chinery products, there should be growth possibilities 
for earnings over the longer term. Sole capitaliza- 
tion is 398,806 common shares and the financial 
position is fully adequate. 


Fairbanks Morse 


This stock, at around 4314, is currently holding 
close to the peak price for the last two years of 
4434 though a low of 3314 was registered earlier 
this year. Current production consists largely of 
diesel engines for submarines and this business 
will continue heavy for some time ahead. Other 
products include mainly regular line items such as 
gasoline and fuel oil engines, generators, electrical 
equipment, scales and pumps. Aided by expanded 
facilities, over-all sales should increase. The com- 
pany recently acquired the Pomona Pump Company 
in a $4 million transaction, with plants in Pomona, 
Cal. and St. Louis. This summer, it introduced a 
new Diesel railroad locomotive, driven by the same 
type of engine used on the latest submarines. It 
was the first of three in a general line of diesel- 
electric locomotives that the company plans for the 
postwar markets. For the company, this is a new 
field, in which it ultimately expects to do a large 
volume of business. Its large stake therein is a 
favorable long-term factor. 

On basis of earnings since 1941, averaging around 
$4.50 per share, the present price of the stock is 
not excessive, especially in view of the $2.50 divi- 
dend paid since 1941. Pre-war average earnings 
came to about $3.06 per share. With postwar pros- 
pects quite promising, longer range net, on the 
average, should hardly be less, certainly not if EPT 
is finally removed. Postwar earnings of course will 
be sensitive to changes in activity among the capi- 
tal goods industries. Bearing this in mind, the cur- 
rent price comes close to representing a fairly full 
commitment for this type of equity. 

Highs in former years were 4514 in 1941; 4914, 
in 1940 and 71% in 19387. Sole capitalization is 
599,598 shares of common, the funded debt having 
been retired in 1942-43. With the dividend policy 
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generally conservative, working capital position has 
been built up and is fully adequate for operating 
needs. 


Simonds Saw & Steel 


This company is an important factor in the man- 
ufacture of cutting and abrasive tools. While now 
heavily engaged in war business, it should benefit 
importantly from the prospective postwar business 
boom and the large accumulated replacement de- 
mand for its products in numerous fields. Wood and 
metal working trades consume a large proportion 
of output and postwar prospects are enhanced by 
the probability of a high level of activity in these 
lines and the wide diversification of other outlets. 
These include the paper, printing and numerous 
manufacturing industries. The company’s files are 
used in practically all industrial plants. Replacement 
demand from war industries assures a satisfactory 
volume until the end of the war in Europe, at least. 
Thereafter, some tapering off is probable but should 
be compensated for, quickly and importantly, by 
demand for reconversion of civilian industries and 
continued call for the company’s products for war 
industry purposes. 

The stock earlier this year saw a high of 30 and 
is currently around 3114, bettering last year’s high 
of 2714. Earlier highs were 3034 in 1941, and 31 
in 1940. Past earnings were good, averaging about 
$2.40 in 1936-39 and then rising sharply under spur 
of war demand. On basis of prewar net, the com- 
mon appears adequately priced around present lev- 
els though the $1.80 dividend affords a yield of 
better than 6%. While postwar prospects should 
give the stock a good measure of attraction, tax 
revision will be an important factor in making pos- 
sible translation of these prospects into adequate 
net to justify higher prices. Meanwhile, 1944 earn- 
ings are estimated at about $3 per share and with 
the outlook for 1945 satisfactory, maintenance of 
the dividend appears assured. The latter since 1936 
has never been less than $1, mostly considerably 
higher with $2 paid in 1937 and $2.10 in 1940, $3.70 
in 1941 and $1.80 since then. Company finances are 
strong and capitalization consists solely of 497,000 
shares of common stock. 


Black & Decker 


From 20 around mid-year, this stock currently 
sells around 23, after a recent high of 25l4 and 
against the year’s low of 1614. Current price comes 
close to the 1938-39 top of 2414 but still has some 
way to go to match the 1937 peak of 38. 

As a leading maker of portable, motor-driven 
tools and fractional horsepower motors, Black & 
Decker demonstrated relatively good earning power 
under fair to active prewar business conditions. The 
company’s strong trade position is expected to be 
maintained by continued aggressive research, de- 
sign and merchandising, pointing to at least fair 
postwar earnings. Prewar average net was about 
$1.48 per share compared with 1943 earnings of 
$1.68 and probably similar net this year. Before 
EPT, in 1941, per share earnings were $3.78. Com- 
pany would seem to benefit from future tax reduc- 
tion far more than the average, as indicated by the 
lower net, last year, on a (Please turn to page 392) 
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tional income would force Con- 
gress to choose between maintain- 
ing present tax rates or continu- 
ing a policy of deficit financing. 
Once special emergency taxes 
such as EPT are repealed, there 
will be precious little margin left 
for reductions even if national in- 
come stays on a fairly high level. 

Should the war in Europe con- 
tinue through 1945, it therefore 
would not be surprising if new 
issues of fiscal and economic pol- 
icy were eventually raised. It is 
quite possible that there may be 
efforts to effect tax increases in- 
stead of decreases, especially if 
the rate of war spending shouid 
soar further, as it well may. A 
strong case could then be made 
for collecting more taxes, and a 
more pliable Congress spurred on 
by executive urgings and the gen- 
eral war situation could conceiv- 
ably recede from its former po- 
sition which viewed the present 
level of taxation conclusively as 
the war-time peak. 

As far as the investor is con- 
cerned, he must be prepared to 
see all these uncertainties and 
potentialities reflected in future 
market action, in greater caution 
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and indecision which may inten- 
sify until a clearer view can be 
had of what lies ahead. The mar- 
ket, it seems, is wavering in its in- 
terpretation of the future. Near- 
er term prospects of course have 
already been largely discounted 
by the latest rise, giving expres- 
sion to the prevalent longer-war 
mentality. But beyond that, the 
future looks extremely fluid ex- 
cept for the certainty of even- 
tual victory. 


Any attempt to appraise it in 
advance is complicated not only 
by inability to estimate the length 
of the European fighting, the 
time and equipment needed to 
finish our task in the Pacific, but 
also by world political imponder- 
ables of the most complex and at 
the same time most weighty sort. 
Facing this dilemma, the market 
perhaps will give up its attempt 
to look too far ahead at this time, 
since definite conclusions derived 
from the present muddled pic- 
ture are patently impossible or 
at least highly unreliable. Instead, 
it may henceforth pay more at- 
tention to day-to-day develop- 
ments and their bearing on the 
longer range outlook. This be- 


THE MAGAZINE OF WALL STREET 


cause under the revised outlook, 
the date of Germany’s fall prom- 
ises to become a far more import- 
ant milestone, economically, on 
the difficult road back to peace 
than previously thought probable} 
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high —as it is in every branch 
of the amusement field — and av- 
erage admission charges are also 
very considerably raised from 
pre-war. Partly because of re- 
stricted film supply, there are 
fewer productions per year with 
consequent cost reduction. There 
are also fewer of the extravagant 
“super supers”. Revivals of old 
films are profitable. In the case 
of male actors, with many in the 
services, cost of “stars” is lower. 
However, for some years Holly- 
wood had been building more sol- 
idly for the future, getting opera- 
tions on a more businesslike basis, 
bringing costs under more effec- 
tive control, making better pic- 
tures, and paying more heed to 
improving financial positions. 
War conditions have made it 
possible to attain some of these 
goals — especially debt reduction 
and expansion of working capital 
—much more rapidly than would 
otherwise have been possible. In 
the writer’s view, this new pros- 
perity is something more than 
a flash in the pan or a mere war- 
time phenomenon, although the 
industry, of course, will not find it 
quite so easy to make money after 
the war. The near-term outlook 
is good, the longer outlook above 
average. No more than a moder- 
ate shrinkage of post-war profits, 
from present levels, need be al- 
lowed for and it would leave pres- 
ent dividends well covered. The 
stocks are gradually gaining an 
investment acceptance that they 
had never had before. Though far 
advanced from their lows, they 
are still “reasonable” on present 
earnings and yields in most cases 
—and on potential future earn- 
ings and dividends. 
Oils: Volume will remain ab- 
normally high for the duration. 
Coupled with some reduction in 
selling and distributing expenses 
—incident to the partial shift of 
demand from a myriad of civilians 
to the Government—and with a 
favored tax position, high sales 
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ook, On November 7, 1944, the voters of the State of Washington had an opportunity to decide a question (Referendum 25), 
‘om: the significance of which extends far beyond the borders of the State. The essence of this question was: Whether all 
ort, private enterprise should be eliminated from the electric power industry in the State of Washington. 














The following is a reproduction of our advertisement, referring to the defeat of Referendum 25, which appeared in 











on newspapers in the State of Washington. 
Pace 
ible, 
nch 
av- 
also E, the folks who make up the Puget Sound Power & Light 
rom Company, thank you for your efforts and votes in defeating Referendum 25, 
re- even though this measure was far more than a power issue. 
are The defeat of Referendum 25 was a Victory of Free Enterprise for all over 
vith greater political power for a few—it was a Victory of Home Rule over Cen- 
mare tralized Bureaucratic Control]. It was a notice to the Nation that the State of 
ee Washington welcomes business and industry. It told the world, too, that in 
bes this State organized labor believes in and backs up Free Enterprise. Such 
the teamwork is vital to post-war development. 
ver, The far-reaching results of the defeat of Referendum 25 will be beneficial to 
lly- the whole State of Washington now and during the years ahead. There can be 
sol- no doubt about that! 
>ra- 
sis, In the defeat of Referendum 25, we recognize a challenge to our Company ... ; 
Fec- its 3,000 employees now on the job... its 500 employees in the armed forces 
pic- . . « its 15,000 stockholder-owners. We recognize a challenge to our whole 
to organization to furnish electricity at constantly decreasing rates and with 
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constantly improved service. We see in the defeat of “25” a challenge to us 
» it to be even better citizens, doing even more to help make our State a finer and 
more prosperous place in which to live. 





























Lese 
‘lon We of the Puget Sound Power & Light Company accept the challenge and will 
= do our utmost to continue to deserve and hold your confidence and esteem. 
UL 
In Sincerely, 
rOS- 
tae Tyek WM fowghh. 
PRESIDENT 
far- 
the 
d it 
‘ter VO *« 
00k 
ove 
ler- 
its, 
al- WE WILL reduce rates as rapidly as possible, pass- WE WILL continue being a good tax-paying citizen 
"eS- ing on to our customers any savings resulting from of this state, cooperating to the fullest extent with all 
The our purchase of Bonneville-Coulee power. other citizens in bringing new payrolls — creating 
an > 7 + more jobs — for our State. 
1ey WE WILL furnish the best, most courteous service * * * 
far possible. * eS * WE WILL continue our national advertising pro 
1ey : aie scieetiiheicbidianets inal 
ent WE WILL encourage the widest use of electricity — - iting * — movil eetpseiiinsietacai THE 
ses on farms, in homes, factories and businesses, so as to STATE, HAS EVERYTHING. We ean now broad- 
é bring the maximum benefits of cheap electric power cast to the Nation that, by their vote, the people of 
™n- to all. 100% rural electrification is our postwar goal. Washington have said: “Free Enterprise ls Welcome.” 
ab- 
on. 
in PUGET SOUND POWER & LIGHT COMPANY 
ses 
of 
ans 
Pa 
les 
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SULPHUR 


Sulphur during 1944 supplied new 
record-high requirements promptly 
and fully. Shipments from Gulf 
Coast mines and consumption by 
industry and agriculture climbed 
to new highs. 


These supplies of sulphur helped 
produce many war essentials . . 
synthetic rubber, explosives, high 
octane fuel, steel, rayon, paper, 
fertilizer. In fact, sulphur had some 
part in one or another form in 
producing virtually every military 
and civilian requirement. 


The sulphur industry faces the 
post war period with few of the 
reconversion problems of other in- 
dustries. Sulphur uses are so wide- 
spread that V-Day will bring scores 
of peacetime needs to replace 
preent wartime consumption. The 
industiy stands ready to supply 
those needs when the time comes. 


, Vv 9 


FREEPORT SULPHUR COMPANY 
122 East 42nd Street New York, N. Y. 





are making for excellent current 
profits: profits, in fact, much 
above the pre-war average. Doubts 
that earnings will be equally good 
in the early post-war period have 
been chiefly responsible for less 
bullish market action of most oil 
shares over the past year, for re- 
sumption of normal civilian con- 
sumption can not quickly balance 
the coming decline in military 
usage. 

However, these stocks meet 
with good investment demand on 
moderate price reactions and that 
is as it should be, because invest- 
ment status of many is good, the 
coming profit shrinkage probably 
will be moderate rather than se- 
vere, the longer-term growth 
prospect is favorable. There has 
never been any question about the 
demand side. With a higher base 
of national income after the war, 
and with the rate of domestic dis- 
coveries declining — which ex- 
plains emphasis on the building 
up of foreign reserves, especially 
in South America, by the larger 
companies, threat of periodic over- 
supply and price-cutting probably 
will not impinge on future invest- 
ment return as much as in the 
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past, if at all. This would be a 
very important gain from the in- 
vestment point of view, further 
enhancing attraction of sound 
oils. The market seems less in- 
clined than some months ago to 
favor crude producers over re- 
finers and integrated companies. 
In periods when underpriced on 
market recessions, the latter, in 
the writer’s view, offer the sound- 
est over-all basis for investment 
in the oil industry, especially as 
they have most to gain from the 
growing chemical end of the pe- 
troleum business. 


Paper: Paper, and everything 
else based on wood, has no re- 
conversion problem and will re- 
main active through the transi- 
tional period and beyond. Present 
scarcity confronting civilian users 
can not quickly be relieved. Past 
troubles have centered in domes- 
tic over-capacity, plus competition 
of foreign producers. Both may 
be less serious in future or at 
least for a long time to come. Ex- 
port markets other than the U. S. 
may sufficiently occupy the Scan- 
dinavian producers; and growth 
of publishing here is tending to 
catch up with capacity in printing 
papers. The container end, espe- 
cially packing cases, is subject to 
shrinkage as post-war civilian 
uses can hardly equal swollen war 
uses. These stocks are seldom 
popular and consequently many 
are at reasonable prices on earn- 
ings and longer prospects. Se- 
lected issues merit investment 
consideration. 


Rails and Rail Equipments: 
Railroad earning power is tending 
to level out well under the war- 
time peak but also far above the 
pre-war figures. Good earnings 
and debt reduction—the latter al- 
ready very impressive—will con- 
tinue for the duration of both 
wars, with increasing emphasis 
on the Japanese war of great rela- 
tive benefit to the western trunk 
lines. In relation to post-war earn- 
ing power, however, traffic volume 
and operating costs are far 
weightier considerations than re- 
duced debt charges in most in- 
stances. Unless there are rate in- 
creases, many roads would have 
unimpressive earnings—and some 
would have deficits —if volume 
were no greater than that of the 
best pre-war years and on present 
labor costs. Hence indiscriminat- 
ing bullishness on the longer rail 
outlook is increasingly risky as 
market prices advance. Considera- 








tion should center on the minorit 
of genuinely strong systems. 
The rail equipments, especialljproblem: 
for the first several years o§ndustry 
peace, appear to have a less congyerage 
jectural prospect than most railparnings 
roads. The carriers will need, angormall; 
can pay for, much new rollingto the p 
stock; and export prospects argimprove 
very favorable. Financial statugowered. 
has been much strengthened; angases hi: 
there‘is a fair chance the excesgwhat mc 
profits tax may be removed or reage and 
duced while the high volume pepby recer 
riod still has considerable time tgincrease 
run. 
Steels: To the market, generaljafter tl 
ly-speaking, there are two kindgbranch 
of steel stocks: light steels anqalthoug! 
heavy steels. This is over-simplijrecords 
cation; but none of the stocks ofthem sé 
the largest companies—tagged aj Becau 
heavy steels, although they alsdwe have 
make every kind of steel — haspaper s! 
been popular in this bull market}speak 
whereas at least some of thdfew oth 
stocks of smaller, light steel com{utilities 
panies are fairly well advanced. In}stocks” 
most cases the current earnings}from ev 
trend is gradually downward. This}to lose 
will continue unless prices arétrial loz 
raised and there will be furtherrates ar 
shrinkage in volume and profitstire cor 
during the transitional period}/manent 
mitigated by the tax cushions. It}and, fe 
may well be that pessimism onfabove-a 
post-war prospects for the heavy}term, f 
steels is excessive. They probablyjand fo 
will have better volume and earnlengthy 
ings in the “catching up” phas¢|tomobil 
than some observers imagine but}from p 
conservative investors will likelyjare no 
regard that as just as temporary} prospec 
as the war. The earnings and divi-term p: 
dend records in the steel industry|the lon; 
—with a few notable exceptions|and wor 
among smaller, light steel com-bious b 
panies—have been poor most of|further 
the time since the 1920’s. Very} J, 4; 
few, including none of the stocks . 
“pect 1s 
of the largest and best known part ot 
companies, can be accorded ever is exag 
semi-investment status. cise ta: 
Tobaccos: Despite much en- tail pri 
larged volume, earnings in the he low 
cigarette branch of the tobacco i am 
industry are below best pre-war Live ain 
figures due to higher costs, ceiling] no, jj, 
prices and wartime tax rates. Up- henefits 
trend in average inventory cost is leading 
likely to continue at least for an- ly reali 
other year, perhaps longer; and be gail 
relief from the ceiling pric ont o 
squeeze is not in sight. As at least}, the 
some part of wartime volume will age of 
be lost and as pre-war level of likely 
operating cost is unlikely to be specula 
re-established, restoration of nor} netics 
mal profits appears to await both hotter : 
price increases and tax relief) \oay-t, 
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ority 
. [When either or both will come is 
cialltproblematical, and meanwhile the 
S d§ndustry’s prospects appear beiow 
comaverage to the writer. Reduced 
raifearnings of the snuff companies, 
, anfhormally stable, are due above all 
lingto the present taxes and can not 
} argimprove materially until taxes are 
tatugowered. The cigar makers in most 
; andeases have been earning some- 
<cesgwhat more than the pre-war aver- 
r reage and will be further helped 
2 peby recent surprisingly large price 
1e tdincreases authorized by OPA. Per 
contra, they have more to lose 
eraljafter the war than any other 
indgobranch of the tobacco business, 
andalthough several have pre-war 
nplijrecords good enough to accord 
-s ofthem semi-investment status. 
da} Because of space limitations— 
alsdwe have previously referred to the 
-haspaper shortage—we shall have to 
‘ket}speak only quite briefly of the 
th¢few other larger industries. The 
comfutilities are unqualified “peace 
1. Injstocks” with much more to gain 
ings} from eventual tax reduction than 
Thistto lose from shrinkage in indus- 
ardtrial load which carries very low 
ther}rates and profits anyway ... The 
ofits} tire companies have gained per- 
‘iod}manently in investment status 
s. Ijand, for obvious reasons, have 
- olfabove-average prospects for near- 
avyfterm, for the transitional period 
ablyjand for the duration of the 
arn-lengthy “catching up” in the au- 
1asel tomobile industry. Though far up 
but}from panic lows, selected issues 
<elyjare not unreasonable on these 
‘aryiprospects ... In textiles, near- 
livi}term profit outlook is good. For 
stry}the longer-term, the cotton goods 
ons|and woolen goods branches are du- 
om-|bious but the rayon end will have 
, ol/further growth. 


vets In liquor the inventory pros- 
CK! yect is much brighter. A goodly 
WI nart of the present sales boom 
vellis exaggerated by the high ex- 
cise tax, which is figured in re- 
tail price. Post-war earnings will 
be lower than now but probably 
will amply cover present conserva- 
tive dividends and justify higher 
ones in time, especially as the 
benefits of diversification by the 
leading companies are increasing- 
ly realized. These stocks seem to 
be gaining gradually in invest- 
ment acceptance and status... 
In the coal industry some shrink- 
age of present wartime profits is 
likely and most stocks are quite 
speculative ... In drugs and cos- 
metics, profits appear somewhat 
better than is likely normally... 
Near-term and longer-term rating 
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Through compressor stations, run America’s pipelines, carrying fuel for industry, 
commerce and American homes. 


Fuel for the Fires of Freedom 


Today, through a vast and busy network of pipelines and com- 
pressors, the natural gas industry is supplying fuel for the fires of 
America’s freedom. Essential fuel is distributed to the homes of 
our people. Fuel in the greatest quantities in history is going to 
our industries—backbone of our war effort. Natural gas finds 
myriad uses, from the production of our arms to the manufacture 
of explosives and the creation, through chemistry, of new heal- 
ing agents. 


Many millions of cubic feet of natural gas from the Appala- 
chian area and from the extensive fields of Texas are distributed 
by the Columbia System to more than 1,600 communities, with 
population in excess of 5,000,000. 


Columbia’s responsibility is to the public—the pub- 
lic it serves and the public by which it is owned; more 
than 82,000 shareholders living in every state and 
territory and many foreign countries. 


Columbia Gas & Electric Corporation 
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for shoe companies is ‘fair’ and 
stable, poor for leather producers 
... Shipbuilders have a big defla- 
tion coming; and longer outlook 
for steamship companies will be 
clouded by foreign competition, 
Government regulation and _in- 
creasing inroads of air transport 
on the passenger end. 





International Paper 





(Continued from page 356) 


audited and approved _ only 
through 1939. Substantial claims 
for refunds had been filed for the 
year 1941-42. Regarding Cana- 
dian income taxes, no final settle- 
ment had yet been approved for 
the years 1934-40. 


Earnings are also affected by 
some uncertainties over renego- 
tiation of contracts. However, 
contingency reserves were set up 
in 1943 and prior years and will 
probably prove ample to cover 
any refunds which might be re- 
quired for 1942-43. 

What about the post-war out- 
look for the industry and com- 
pany? It apepars unlikely that 
there will be any “headache” of 
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the character of those in the late 
1920s and the late 1930s. The first 
of these readjustment periods 
was due to development of the 
industry in the Pacific Northwest 
and in Louisiana, and the second 
resulted from over-rapid develop- 
ment of the Kraft paper industry 
in the South. Each of these ex- 
pansion resulted in excess plant 
capacity, and weakness in pulp 
and paper prices. During the war- 
time period there has been no 
opportunity to open up new areas 
or expand factory facilities. Cut- 
ting off of much of the Scandina- 
vian supply has resulted in a cor- 
rection of the over-competitive 
conditions prevailing before the 
war. 

Due to the fact that paper and 
paperboard inventories have been 
sharply reduced (only 28% of 
current production is available for 
civilian use) there should now be 
a considerable backlog of deferred 
demand for paper products. Im- 
mediately after the war, while 
consumer industries are recon- 
verting, the paper industry should 
be able to “coast along” by re- 
building inventories. Later, as ci- 
vilian production in consumer 
goods industries gets under way, 
a huge demand for paperboard, 
wrapping, bag, fine and industrial 
specialty papers should develop. 
England has had to cut its news- 
papers to a fraction of their for- 
mer size, and will want heavy sup- 
plies, and doubtless the Continent 
will also be in the market to the 
extent that it can afford to pay. 

Newspapers in the United 
States will no longer have to cur- 
tail advertising — though on the 
other hand they may meet fresh 
competition in television. Book 
publishers will return to the old 
formats and heavier weight pa- 
pers. Moreover, industrial uses of 
paper have been vastly increased 
by research in recent years — it 
is said that pressure of war needs 
has telescoped years of research 
into as many weeks, and a decade 
of sales promotion work into a 
few months’ time. The paper in- 
dustry has been touched by the 
same magic wand as the plastics, 
light metals, radio and other war- 
favored industries. 

Summarizing, the paper indus- 
try should benefit after the war 
by (1) absence of any reconver- 
sion problem, (2) the heavy defi- 
cit in consumers inventories and 
the probable lack of any govern- 
ment surplus, 3) the many new 
industrial uses for paper, (4) re- 


duced use of waste-paper and re 
sumption of higher standards of 
paper-making, (5) damage to the 
forests and paper idustry in war- 
affected European countries, (6) 
diversion of substantial Scandi- 
navian output to England in the 
first year or so after the war, (7) 
the greatly improved financial 
condition of the industry, (8) re- 
moval of at least the worstGo- 
vernment restrictions on prices 
and profits, and (9) reduction of 
heavy war-time taxation. 

The principal unfavorable fac- 
tor, the sharp reduction in mili- 
tary demands for paper products, 
is not considered serious in view 
of the expected expansion of all 
other uses here and abroad. 

It is also possible, of course, 
that the industry may go in for 
another cycle of over-expansion 
in plant capacity, though there is 
no indication of this at present; 
the memory of the 1930 debacle 
should still be fresh enough in 
mind to retard unwise develop- 
ment. Regarding the opening up 
of new forest tracts, it is true 
that there are large untouched 
areas in Canada and Alaska, but 
their distance from markets 
makes it doubtful that they will 
be opened up for some time to 
come. 

The prices of paper stocks have 
apparently not yet fully dis- 
counted these post-war prospects. 
While it is true that International 
Paper at its current level around 
21144 is in new high ground 
(slighly above the best levels of 
1937, 1940, and 1941), this must 
be viewed against the background 
of vast financial improvement in 
recent years. The present price- 
earnings ratio — about ten times 
estimated 1944 earnings of $2.20 
a share —does not seem exces- 
sive despite the lack of dividend 
payments. It is difficult to ap- 
praise the unfavorable factor 
mentioned above —the suits by 
stockholders of International Hy- 
dro Electric system — but in the 
writer’s opinion, any future set- 
tlement of such claims should not 
impose too great a strain on the 
company’s finances. The com- 
pany’s concentration in recent 
years on the kraft business should 
place it in strong position to ben- 
efit by new industrial develop- 
ments after the war. 

Relief from excess profits taxes 
—which in 1943 amounted to 
about $9 a share — would obvi- 
ously be a very favorable develop- 
ment. International Paper should 
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therefore be ranked well up in the 
list of “peace” stocks with really 
worthwhile potential postwar 
earning’ power. 





Dresser Industries 
vs. 
National Supply 





(Continued from page 367) 


ticipated in some quarters for the 
fiscal year ended October 31, 
1944. These results are based on 
assumed net sales of $25 to $35 
million. 

At any rate, earnings of Dres- 
ser industries should be main- 
tained at peak levels during the 
war period, with military work 
more compensating for curtail- 
ment of regular line production. 

National Supply at 1414 is pre- 
sently selling at about seven 
times estimated 1944 earnings, 
with uncertain dividend pros- 
pects in view of the arrears on 
the preference stock. Dresser 
stock which recently enjoyed a 
substantial market rise, at 5414 
sells at less than eight times es- 
timated 1944 earnings before re- 
negotiation reserves, and at about 
eleven times net after estimated 
renegotiation, based on 1943 
results. 

National Supply of course has 
greater capital leverage; Dresser 
on the other hand has an aggres- 
sive management and great di- 
versification of production. Both 
have undoubted enhancement po- 
tentials in view of excellent post- 
war demand prospects for their 
products but in the case of Dres- 
ser, these appear extensively dis- 
counted at current market prices 
for the common. 





Stock Split-Ups 





(Continued from page 342) 


The need for split-ups is not as 
great as it was then. 

The effectiveness of a split in 
influencing the price of a stock 
is greatly enhanced, of course, if 
the dividend on the new shares 
is higher than the rate on the 
equivalent amount of old stock. 
This is illustrated, for instance, 
in the case of Schenley Distillers; 
the stock was split three for two 
and the same dividend paid on 
the new shares as on the old. 
Probablv the inclination to split 
up shares will be increased if 


JANUARY 6, 1945 








ATI 
Za 


ah 





“hit “Fighting Hydrocarbons’ 
we make today 


ARE HELPING TO DESIGN TOMORROW'S CARS! 








? 


Special plants in Pure Oil refineries, dedicated now to the pro- 
duction of Codimer and Alkylate for 100-octane gasoline, of 
Butylene for synthetic rubber, of Toluene for bombs, repre- 
sent ready-made capacity for the production of tomorrow’s 


finer fuels. 


Special Pure Oil motor oils and greases, developed for war, 
and in many respects, ‘“‘better than the Army asked for,”’ stand 
ready to serve the wheels of peace with even finer lubrication 
than before. These new products and the increased “know- 
how” of Pure Oil’s refinery and laboratory technicians promise 
better performance for today’s cars and will help write the 
specifications for tomorrow’s. 


THE PURE OIL COMPANY, CHICAGO 1, U. S. A. 
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A new home for G.I. JOE 


| a ...and well he deserves it! 





HE Government G.I. Bill enables every returning mili- 
tary man to apply for a loan to take care of the down 


payment on a new home, 


But soldiers aren’t the only ones who will want new homes 
after the war. Millions of others are patiently waiting for 
the “Open for Inspection” signs to appear. Actually the 
| nation’s leaders are counting on home building to become 

one of our most active industries in post-war days and un- 


questionably it will be. 


During the war, building material manufacturers have been 
up to their ears in war work. But the moment the signal is 
given to reconvert, the switch can be affected, in most cases, 
ina matter of hours. So...when building is ready to begin, 


building manufacturers will be ready too ... 


ready with 


new construction materials for greater beauty, 
comfort and permanence that will make the post- 


war house a real home and better than anything [4 
S 


you've dreamed about. 


NATIONAL GYPSUM COMPANY 4@@ 


BUFFALO 2, NEW YORK 


21 Plants from Canada to the Gulf 








Wall Paint - 





BUILD BETTER WITH GOLD BOND 


Wallboard - Lath - Plaster - Lime - Metal Products 
Insulation - 


Sound Control 











postwar earnings justify dividend 
increases. Sometimes a corpora- 
tion management is suspected of 
splitting its stock so that it may 
increase dividends without pay- 
ing more per share and thus call- 
ing undue public notice to the fact 
that shareholders are being more 
liberally treated. Too much evi- 
dence of prosperity may arouse 

labor unions or customers. 
One of the oppended tables pre- 
sents a list of some of the more 
recent split-ups, including some 
4 of those now “in the works.” It 
| shows the price of each stock 
| some 30 days before the split-up 
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was formally approved as well as 
the recent price. In some cases, 
it will be noted the shares have 
advanced only slightly or not at 
all. In almost every instance, 
however, had the price been 
stated 60 or 90 days before the 
split, or before the announcement, 
a rise would be indicated. 

The other tabulation contains 
a list of 21 “split-up candidates,” 
presenting reasons (often the 
same reason in different words) 
for anticipating splits. The most 
likely nearby candidates would 
appear to be Westinghouse Elec- 
tric & Manufacturing and Ray- 
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then Manufacturing. As this i | 
written, news comes that stock d has 
holders of Westinghouse at theif” 
annual meeting on April 11 wi 
be asked to vote upon a proposap. 
to split the common and preferf. 
red stock on basis of four fo 
one. The matter has been studieg” 


the base of Westinghouse owner]. 
ship by making shares availabl 
at a lower price. True to formf’ 
Westinghouse common, following. 
this announcement, jumped ter 
points to a new high of 122; thg 
preferred stock firmed half ; 
point. 

Most of the others are merelDespite 
possibilities, and the inclusion of "ge ea 
them as “candidates” is somejstock 0: 
what analogous to discussing rank an 
1948 presidential possibilities ajfit is list 
this early stage. The writer is*hange. 
merely stating reasons for think,Utstanc 
ing that these other stocks might hoy 4 
be split sometime. It will be note! %. T 
that issues like Hiram Walker|tegic te 
Gooderham-Worts, International fording 
Business Machines and Americar} ‘he he 
Telephone are not included. These ‘enter 1 
stocks, in the opinion of the wri- 1944 di 
ter, are unlikely to be split. repeate 








practica 
° the roa 
Rail Stocks for Income [.)) earn 
: eEADI. 

(Continued from Page 364) Ee . 


ments. 
years it 
few ca 
fixed cl 
its pre: 
ties. Ne 
timore 
of the 
28.1% | 
Instead 
the cor 


taxes, and should be stabilized at 
about the ten-year annual ave- 
rage after the war. This assures 
continued liberal dividends — at 
not less than the $10 per share 
now being paid. Compared with 
earning-power funded debt is in- 
significant. The stock is a prime 
investment, even at prevailing ad- 
vanced levels. A split-up in the 
next few years is a possibility. Peae 
NORTHERN PACIFIC: — With| Oe 
peak traffic certain for the dura] jop¢. p 
tion of the war and as long as the : 
Pacific campaign continues, net 
earnings should hold between $4 
and $5 per share. Moreover, even Ae i 
with a decline in post-war profits, Sian 
net income should be ample to 1945. " 
support the $1 dividend. The im-|,; yj 
mediate prospect, however, is for 
some increase in the rate during 
1945. The company would be an 
important beneficiary from the 
repeal of land grant rates — on 
which Congressional action is ex-|~’ 
pected in coming months. The|‘ stem 
stock’s market status is good and] tiversi 
public interest is generally large. a 
PENNSYLVANIA: — In both|¢p® fo, 
point of tonnage and revenues aa 
this is the nation’s most impor- ‘o/ 
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ant railroad system. Some divi- 
lend has been paid on the stock 








years, which atests to its depres- 
sion-proof qualities. The present 
$2.50 annual rate is well protected 
y earnings. Postwar prospects 
wre beter than for the average 
system because of the thorough 
iversification of traffic and the 
management’s ability to exercise 
lose control over expenses when- 
ever necessary. Hence, liberal div- 
idends should continue for the 
next several years at the level 
now in effect. 


PITSBURGH & LAKE ERIE :— 
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change. Of the 863,650 shares 
outstanding, New York Central 
owns 433,984 or approximately 
51%. The road operates in stra- 
tegic territory, the main line af- 
fording Central an entrance into 
the heaviest tonage-producing 
center in the United States. The 
1944 dividend of $5 should be 
repeated in 1945. Because it js 
practically free of all prior debt, 
the road may pay out practically 
all earnings to stockholders. 

READING :—This road has an en- 
viable record of dividend pay- 
ments. During the depression 
years it was one of the relatively 
few carriers able to cover all 
fixed charges with a balance for 
its preferred and common equi- 
ties. New York Central and Bal- 


_|timore & Ohio own large blocks 


of the common which comprises 
28.1% of the total capitalization. 
Instead of increasing dividends 
the company has applied an im- 
portant part of the large war 
earnings to reduce near-term 
debt. During the reconversion pe- 
riod heavy excess profits taxes 
should act as a cushion on earn- 
ings. The $1 dividend will stand 
as an absolute minimum and an 
increase to $1.50 is possible in 
1945. The road originates prac- 
tically all of the anthracite coal 
tonnage which it moves and has 
built-up a substantial miscella- 
neous freight business. Passenger 
receipts are small. 

SOUTHERN PACIFIC: — This 
system is favored by an excellent 
diversification of traffic and has 
made remarkable strides in reduc- 
ing debt and fixed charges, with 
the former down more than 25% 
since early 1940. The company 
interests 
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“I just figure it’s money well spent. 
Gulfpride is certainly worth the extra pennies! ” 


¢ You can rely on Gulfpride. 


This superior oil is tougher in film strength 


... tougher, too, in resisting carbon and 


sludge formation. 


It keeps motors clean and smooth-running 


longer. Because it’s the only motor oil 
refined by the Alchlor process, Gulfpride is, 





we believe, “the world’s finest motor oil.” 


THE WORLD’S FINEST MOTOR OIL 





which furnish important non-op- 
erating income. As long as the Pa- 
cific phase of the war continues, 
gross business should hold near 
the record levels of 1944. A $0.75 
quarterly dividend rate was re- 
cently established by directors, 
but maintenance of present high 
earnings should permit distribu- 
tion of an extra over coming 
months. The stock is one of the 
most popular issues on the board. 
SOUTHERN RAILWAY: — Ap- 
proximately $70,000,000 of sys- 
tem debt was eliminated (largely 
by open market repurchases) 





from 1934 to the end of 1944. This 
extensive program of reducing 
fixed charges necessitated a con- 
servative dividend policy. Re- 
cently, however, the management 
has shown growing liberality and 
the $2.75 payments of 1944 
should be repeated in 1945. The 
company, while confronted by 
lower earnings when the war is 
over, stands to retain many of the 
benefits gained from the indus- 
trialization of southern territory. 
TEXAS & PACIFIC :—This com- 
pany is without debt problems and 
may shortly refinance existing 5% 
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W. can all see with the naked eye that the 
Payroll Savings Plan provides the most 
stable method of war financing. Analyze it 
under the X-ray of sound economics and 
other important advantages are evident. 
A continuous check on inflation, the 
Payroll Savings Plan helps American In- 
dustry to build the economic stability upon 
which future profits depend. Billions of 
dollars, invested in War Bonds through 
this greatest of all savings plans, represent 
a “high level” market for postwar products. 
Meanwhile, putting over Payroll Savings 
Plans together establishes a friendlier re- 


Oy ° . 















lationship between management and labor. 

To working America the Payroll Savings 
Plan offers many new and desirable oppor- 
tunities. Through this systematic “invest- 
ment in victory,” homes, education for 
their children and nest eggs for their old 
age are today within the reach of millions. 

The benefits of the Payroll Savings Plan 
to both management and labor are national 
benefits. Instilling the thrift principle in 
the mind of the working men and women, 
the Payroll Savings Plan assures their 
future security—and is a definite contribu- 
tion to the prosperity of postwar America! 


The Treasury Depar:ment acknowledges with appreciation the publication of this messaze by 
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bonds on an advantageous basis. 
The total common stock issue is 
only 887,500 shares, of which 
Missouri Pacific owns 59.2%. The 
petroleum movement has_ been 
heavy throughout the war. Larger 
westbound shipments should 
serve to offset any loss of traffic 
occasioned by cessation of hostil- 
ities in Europe. Dividend pay- 
ments have been exceedingly con- 
servative in relation to the large 
earnings of the last few years and 
the betterment in financial posi- 
tion. A doubling of the present 
$1 rate is a distinct possibility for 
1945. 

UNION PACIFIC :—This road is 
one of the country’s strongest 
transportation enterprises and 
liberal common dividends are as- 
sured under almost any condi- 
tions. Because of the long average 
haul the company is well able to 
resist competitive influences and 
because of a notable diversifica- 
tion of traffic post-war reversals 
will be comparatively small. Sub- 
stantial ‘other’ income, much of 
it from oil operations is a protect- 
ing feature. Fixed charges were 
earned in all depression years and 
dividends of $6 per common share 
have been paid annually since 
1932, with higher payments dat- 
ing from 1917 through 1932. Like 
other leading transcontinental 
systems, the company can count 
on huge traffic for some time to 
come. The common stock is well 
suited for almost any type of 
equity portfolio. 

VIRGINIAN :—Basic stability of 
earnings has been the main factor 
in giving this Pocahontas coal 
carrier’s common a distinct in- 
vestment flavor. Most of the coal 
tonnage handled is originated on 
company lines, and with the re- 
sumption of coastwise shipping 
on the eastern seaboard prospects 
have improved materially. Affili- 
ation with the Mellon-Koppers 
interests assures a growing mar- 
ket for the type of bituminous 
coal that is moved over the sys- 
tem’s lines. The post-war period 
will bring no decline from the 
present level of earnings and the 
opposite result is possible. The 
$2.50 common dividend should 
stand as a minimum expectation 
for many years to come. 
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As one momentous year in American history closes and another be- 
gins, we pay tribute to the men and women of Anaconda who are 
doing such a valiant job, both on the fighting front and on the home 
front. Over thirteen thousand are in the armed forces. One hundred 


ninety-four have made the supreme sacrifice. 


ANACONDA COPPER MINING COMPANY 


===. CHILE COPPER COMPANY 


! 
ANACONDA ANDES COPPER MINING COMPANY THE AMERICAN BRASS COMPANY 
te 


ANACONDA WIRE & CABLE COMPANY 


GREENE CANANEA COPPER COMPANY INTERNATIONAL SMELTING AND REFINING COMPANY 


45356 


Let's back the attack... buy an extra War Bond. 








Answers to Inquiries 








THE RED CROSS is ur- 
| gently in need of blood plasma 
| for our fighting men overseas, 
| Have you donated your 

pint of blood recently? 
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(Continued from page 372) 


varying according to the various 
estimates of value for the new se- 
curities. In the latest plan the 
value of the refunding bonds has 
been estimated as low as 4%% or 
$41.25 per $1000 face value and as 
high as 17% or $177.50 and from 
this we might conclude that the 
bonds would be worth from 8% to 
35% under the “Trustees Plan.” 
If conditions permit a substantial 
speculative position your holdings 


could be maintained, otherwise it 
would seem that you should re- 
duce your commitments to the 
amount that you can afford to 
maintain as a speculative venture. 


Colgate Palmolive Peet 
“Should I take a profit on Colgate Paim 


olive Peet common which cost me aboui 
12. It seems that if we are going to have 
a depression at the end of the war these 
could go much lower. I thought putting 
the money into Treasury 2Y%% bonds uniti 
such time as I felt I would want to buy 
it back.” 

—B. 7. U., Williamsville, N. ¥ 


Performance of Colgate Palm- 
olive Peet Company in recent 
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years is such as to suggest fur- 
ther increase at least over the 
near term. One point worthy of 
mention is that while the com- 
pany or its predecessors before 
consolidation have been in busi- 
ness more than one hundred 
years, the management is modern 
in its point of view. Profits have 
not increased as fast as sales in 
1944 but the réason may lie in 
increased costs and taxes. Early 
estimates suggest that 1944 net 
will be around $3.25 per share as 
compared with $3.10 per share 
for 1943. Its research department 
is considered to be one of the best 
in the business and the company 
is credited with important con- 
tributions to improvements in 
production methods in the soap 
industry. 

Cash position and current as- 
sets of $26,000,000 and $70,000,- 
000 respectively seem more than 
ample while the dividend rate 
could be increased to $2.00 an- 
nually and still leave a satisfac- 
tory margin of safety. Inventor- 
ies of $30,000,000 ought to be 
ample and the supply of raw ma- 
terials available for the industry 
is reported as satisfactory. Cur- 
rent liabilities are reported at 
$19,000,000 so the rates of cur- 
rent assets to current liabilities 
is about 5 to 1. 

However, as you appear to be 
considering the situation from a 
moderately long term point of 
view, we cannot disagree with 
your suggestion to accept your 
profits and place the funds in 
Treasury bonds. We presume that 
taxes are not too important and 
would therefore select the Treas- 
ury 214s which are available at 
the smallest premium above par. 


New York Water Service 


“After making inquiry through you some 
months ago I purchased a small lot of 
New York Water Service Pfd. around 60. 
I can not make head or tail of all the 
mail I receive about this stock and wonder 
tf I can impose on you again to set me 
straight. My main problem is should I 
take a small profit, I believe it ts selling 
around 65 or should I continue to hold 


my shares.” 
—R. B. N., Ottumwa, Iowa 


The mail to which you refer is 
probably the various notices 
mailed regarding the proposed 
change in capitalization and 
changes of dates on which hear- 
ings will be held by the various 
governmental authorities. 

On July 23, 1944 the New York 
Water Service Co. filed a volun- 
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tary plan of recapitalization with 
the Securities Exchange Commis- 
sion, under the terms of which 
bonded debt, would. remain as is, 
while common stock would be in- 
creased to 1,000,000 shares and 
preferred stock would be elimi- 
nated through the issuance of 10 
shares of common for each share 
of preferred. The plan calls for 
cancellation of all unpaid divi- 
dend arrears on the preferred 
shares and also contemplates that 
all shares of present common 
owned by Federal Water Service 
will be cancelled. 


The Public Service Commission 
of the State of New York has 
again deferred a hearing on the 
proposed capital changes, the 
third time such action has been 
taken, in order that engineers 
and accountants for the commis- 
sion may give full consideration 
to certain matters including spe- 
cifically engineering fees paid to 
affiliated companies and excess of 
book values of properties, over 
original costs. In New York.a 
utility company may use current 
value on real estate in computing 
its rates rather than original cost 
and since real estate is often a 
large item in the assets of an 
operating water works company 
it may work out that a compro- 
mise will be made whereby ori- 
ginal cost will be used in deter- 
mination of book value and cur- 
rent valuation used for rate-mak- 
ing purposes. Since there are 
many factors to be considered 
in this situation the examiner 
will need considerable time to 
prepare his decision after hear- 
ings have been completed and 
the commission would need fur- 
ther time to hand down its find- 
ings. 


The report submitted to the Se- 
curities Exchange Commission 
indicates earnings of $6.85 for 
the 12 months ending June 30, 
1943. It does not therefore seem 
that the stock is highly priced at 
less than ten times earnings and 
if your objective is long term ap- 
preciation it would seem that it 
would prove profitable to retain 
your holdings. ‘ 


Oil Discovered? 


"“There is a rumor around town that 
Stone & Webster has discovered oil and 
that the stock can be expected to score a 
sharp advance. It has always been my im- 
pression that this firm was a sort of 
combined investment trust and engineering 
concern so the possibility of oil seems 
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ridiculous. Could you enlighten me regard: 
ing this concern?” 
—P. C. R., Palmer, Mass. 


Your conception of Stone & 
Webster is substantially correct, 
the main business being engineer- 
ing and management. It also owns 
a building here but its holdings 
of securities have been reduced 
in recent years, in 1937 common 
stocks of Engineers Public Serv. 
ice and Sierra Pacific Power were 
partly distributed to stockholders 
and partly transferred to a trus- 
tee for sale over a period of years. 


The reports in circulation are 
a distortion of the truth; what 
actually occurred is that gravity 
tests were made on land owned 
by West Texas Mortgage Loan 
Co., in which Stone & Webster 
purchased about 80% stock in- 
terest in 1942 and it is believed 
from the tests that there is a 
possibility of oil. 


As we understand it, West 
Texas Mortgage Loan Co. has 
made an arrangement with a non- 
affiliated company under the 
terms of which a test well is to 
be sunk on the property and 
work on the well has been started. 
The conventional method calls 
for the drilling company to pay 
all of the costs in sinking the 
test well so that what the West 
Texas Mortgage Loan Co. prob- 
ably has is only the usual land 
owners rights to 1% of the profits 
which would mean that Stone & 
Webster would be entitled to 80% 
of their 1% interest or 10% of 
the total gross profits. 


Sell Norfolk & Western? 


“IT am wondering tf I could sell Norfolk 
Western R. R. stock which I have held 
since 1938 and which originally cost me 
about 140. As you can see I have quite a 
profit and I figure that if we have a de- 
cline in business after the war I can buy 
it again as low as or lower than my 
previous purchase.” 


—P. J. A., Bronx, N. Y. 


Norfolk & Western R. R. com- 
mon stock recently made a new 
high at 216 which compares with 
a 1944 low of 18314 and a 1943 
low of 16214: It does not seem 
likely that 1944 earnings will 
equal the figure of $15.15 per 
share for 1943 as November 1944 
earnings were about 10% below 
those of November 1943 and De- 
cember earnings are expected to 
be lower than in 1943. In part 
the December decline may be at- 
tributed to an unusually heavy 
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“| Profit Opportunities in the Making 
rect for Early 1945 Markets 
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san NOW —-while the market is sifting and grading the various securities, 
J . 
‘ery. ews you should carefully adjust your position — 
' “ a0vis Rr e . . 4 
eal aa . . . with a view to making advantageous commitments in 
al Geored To Today’s Markets selected low-priced stocks . . . in special situations . . . in 
saad ‘ otential leaders— i : . 
ar's.|| For Protection — Income — Profit P rs—as the new industrial set up unfolds. 
are Short-Term Recommendations for Profit . . . Buy on weakness... sell on strenath h 
vhat Mainly common stocks but preferred stocks and : Y t Picalieng Mae tata gth has always proved a successtul 
mite ee ee a een aeics investment policy. But it is important that you hold favored stocks in 
med appreciation is indicated. approved industries . . . and know what action to take. 
oan Low-Priced Opportunities . , . Securities in the 
low-priced brackets with the same qualifications For this qui ‘ : 

“ for near-term profit. Average price under 10. d re atin etic The Forecast with confidence now 

: and over t : 
ved Recommendations for Income and Profit . . fk hela hie zeenidawa — whey ead. You would have the assurance 
> Common stocks, preferred stocks and bonds of knowing that you would be advised what and when to buy and 


iS a . .. for the employment of your surplus funds when to sell. You would follow a specialized program especially 
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! Oo your capital, w jecti 
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has Common stocks in which you can place moder- 
ies ate sums for large percentage gains over the 
‘the longer term. Average price under 20. Act Now to Capitalize on 
re Recommendations Analyzed , . . Pertinent de- Next Important Market Move 
3 to tails as to position and prospects are given 
and on securities advised. Enroll now to receive at this opportune time the complete and well 
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snow storm plus the probability 
that credits for over-accruals for 
taxes may not occur this year. 
In 1943 year-end credits on ac- 
count of tax adjustments per- 
mitted a return of $1.73 per share 
for that month. 


Norfolk & Western in recent 
years has done very well in com- 
mon with all the “Pocahontas” 
carriers but seems aptly priced, 
with the return of 4.65% at cur- 
rent levels being about average. 
What you probably have in mind 
is that there is vulnerability in 
price because of the high price 
level and we are inclined to agree 
with you. Of course the length 
of the war will undoubtedly have 
considerable bearing on the price 
both from the near and longer 
term points of view. As it now 
looks the European war may 
drag on for another year and the 
Pacific war somewhat longer. 
Nevertheless you might find that 
you have figured the situation 
correctly and we can see no sound 
reason why you should not take 
your profit in the early part of 
January 1945. You should, how- 
ever, bear in mind that you may 
have to wait two or three years 
before you can buy back at a 
profit large enough to justify the 
move you propose to make since 
there is no accurate method of 
forecasting exactly when we may 
have a decline such as you con- 
template. 


Take Tax Loss? 

I hold a $1000. bond Mingo Drainage 
District of Missouri dated Sept. 1920 due 
1939 which defaulted as to principal and 
interest in 1930. It has no value, would it 
be possible to use this as a long-time loss 
against long-time capital gains? Thank you 


for your advice 
—M. L. S., Moline, Il. 

There is a Mingo Drainage Dis- 
trict whose post office address is 
Puxico, Mo. which we believe 
ought to have some value as there 
was a quotation of 5% several 
months ago. Most of these irriga- 
tion districts have been able to 
obtain funds for the Reconstruc- 
ion Finance Corporation for the 
purpose of liquidation and while 
there is a scarcity of information 
we believe this situation should 
be thoroughly investigated before 
taking any action. 

There are several brokers here 
in New York, and others in St. 
Louis, Mo. and Little Rock, Ar- 
kansas, who ought to be able to 
give you enough information in 
case your local broker does not 
have it available and we shall be 


glad to suggest three or four 


392 


brokers that you may write to. 
You will probably be able to 
take a considerable tax loss by 
making a sale of this bond at the 
prevailing market but we do not 
think you can claim the bond is 
worthless unless you get a report 
from a broker showing that the 
property has been liquidated and 
there is nothing available for dis- 
tribution to the bondholders. 


Buy Talon Inc.? 


You are very good about allowing your 
subscribers to ask you about stocks in 
which they are interested. I am a regu- 
lar subscriber of a good many years stand- 
ing, and { have not made any inquiry of 
you for a long time. There ts one stock 
just now which I regard rather favorably 
for possible purchase, but about which I 
find it very difficult to gain any adequate 
information. If you could cast any light 
for me on the character and prospects of 
Talon, Inc. I should appreciate it very 


much. 
—C. E. O., Cleveland, Ohio 


Talon Inc. has plants in Mead- 
ville and Erie, Pa. and was incor- 
porated in Pennsylvania in 1913 
under the title of Hookless Fas- 
tener Co. It produces a slide fas- 
tener commonly called the ‘“Zip- 
per” which is sold under the trade 
name of Talon. 

It has enjoyed a remarkable 
growth since originally founded, 
the stock was split ten for 1 in 
1940, and another stock dividend 
on the basis of 1 share of pre- 
ferred for each ten of common 
was paid in 1943. It is probable 
that a saturation point may be 
reached in the near future as 
there are rumors in the trade that 
a competition has found a way to 
produce a similar fastener much 
cheaper. 

However, we believe the stock 
has considerable merit and that 
from a speculative point of view 
you would be justified in consi- 
dering its purchase from the 
longer term point of view. We 
regret that we cannot offer you 
further up-to-the-minute infor- 
mation. 





Another Look At— 





(Continued from page 379) 


volume almost one-third higher 
than in 1941. As virtually all of 
war-time business is in normal 
lines, there will be no reconver- 
sion problem of any size. . 
Current price of about 23 ap- 
pears still reasonable in relation 
to prospective earnings, at the 
same time affording a return of 
7% on the $1.60 dividend which 
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appears assured for some time to 
come. The stock, in view of the 
cyclical character of company’s 
business, is speulative and, inci- 
dentally, rather inactive; the lat- 
ter somewhat limits existing ap- 
peal. Finances are ample, working 
funds have increased steadily in 
recent years. Sole capitalization is 
389,263 shares of no-par common 
stock. 

Recent market strength of the 
equities discussed has naturally 
been an outgrowth of the longer- 
war mentality recently so preva- 
lent; being classed as essential 
war stocks, this group was bound 
to benefit therefrom in line with 
others likewise predominantly 
identified as major war benefi- 
ciaries. However, this should not 
obscure the very real peace-time 
potentials, described in the fore. 
going. Substantial market set- 
backs, therefore, should offer 
worthwhile buying opportunities. 


As I See It! 








(Continued from page 333) 


It would seem that even now 
a reasoned statement of the dif- 
ferences that have arisen, and the 
political objectives the various 
Allies are pursuing in Europe 
would help to clear the air both 
at home and abroad and facilitate 
a realistic approach towards a 
mutual understanding. There is 
urgent need for another Big 
Three conference, for continuous 
consultations as the war reaches 
its climax. The period of crisis in 
Allied relations which we seem to 
enter as the war’s climax ap- 
proaches could spell either the 
dissolution of the Allied coalition 
or bring about far more intimate 
collaboration, depending on AI- 
lied ability to work together in 
the interest of future peace and 
stability. 

Russia’s success in war could 
not have been what it was with- 
out our help; her postwar rehabil- 
itation will equally require out- 
side help, mainly American help. 
She needs our goodwill no less 
than a period of long and un- 
troubled peace to re-establish her 
economy. Both can be assured far 
more readily by wholehearted co- 
operation than by sharp bargain- 
ing at a time when the need for 
Allied unity is greater than ever. 
As her scramble for power con- 
tinues, the impression grows that 
her talk about collective security 
is mere lip service. 
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Investment Progress in 1945 


Will require a flexible, dynamic program 











NCE you build a portfolio suited to your per- 
sonal needs, your work is merely started. 
The dynamic nature of business, finance and world 
affairs requires that investment management be a 
continuing function. Investment policies must be 
designed to meet your requirements under circum- 
stances existing at this time and, logically, they 
must be revised as these conditions change under 


war and coming peace developments in 1945. 
Constant reappraisal essential 


Today no list of securities can safely be retained 
for an indefinite time. Your holdings must be 
subjected to constant appraisal if results are to be 
successful now with the rapid changes being seen 
in the fortunes of companies, industries and gov- 
ernments throughout the coming year. 
This is precisely the function of Investment Man- 
agement Service—a function which the individual 
investor rarely has the time, training or facilities 
to perform single-handed, or with limited assistance 
from ordinary sources. 

Act to protect your capital 
No one can foresee future developments with inva- 
sion abroad and elections at home. Yet, with capable 
investment counsel you can be informed promptly 
of the action to take on every issue in your account 


when events of decisive importance occur. 


You need not sit by while significant happenings 
impair the value of your portfolio—or while oppor- 
tunities pass you unrealized. 

Investment Management Service can collect the 
facts for you...it can interpret and apply them 
to your securities...it can supervise your in- 
vested funds with the same painstaking care which 
you would provide if you had the broad facilities, 


equipment and specialized experience of our staff. 
Secure better-than-market results in 1945 


Results consistently superior to market action have 
evoked comments trom our clients such as the fol- 
lowing received from an investor in Athens, 
Georgia, whose account we have supervised success- 
fully since 1935 and who recently renewed for an- 


other year. 


“Naturally I have been well pleased with the results 
you have gotten for me. I appreciate what you have 
done and I am very glad to have a report which is 
easy to analyze. I am enclosing my check for an- 


? 
other year. 


If your own results have not been to your satis- 
faction — if your present service has not proved 
productive — we invite you to take advantage of 
the special invitation below. 


ITHOUT obligation on your part, we offer to send you a confidential, 


preliminary review of your portfolio if it exceeds $20,000 in value - 


commenting frankly on 


its possibilities for capital growth, its income factor and its diversification. Your least favorable 
issues will be specified. Merely send us your list of holdmgs and objectives in as complete 


detail as you care to give. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 
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The most important day in the week 


IT’S PAYDAY ... the most important day in the week to the majority of your employees. To you, it 
may seem to be a tedious job which takes clerical help from other needed duties. Even then, chances 
are, it’s a struggle to get the payroll out on time. Why not let us show you how to solve your pay- 
day problems as we have shown hundreds of other employers? 


LIKE THIS... with a National Payroll Machine one girl can make out 
between 100 and 150 paychecks an hour with all earnings and deduc- 
tions shown on the employee’s earnings statement, on the earnings card 
and the payroll journal. At the same time the machine accumulates 
totals of each class of hours, earnings and Aeductions...and in addition, 
earnings and withholding balances to date are shown on the earnings card. 





Call your National representative now. 
Ask him about the National Payroll 
Machine. He will show you facts that 
will convince you that a National ma- 
chine can save you time and money 


in handling your payroll. 

It makes no difference whether you 
pay by cash or check. In case of pay- 
ment by check, the machine prints 


all earnings and deductions on the 
employee’s earnings statement. In 
case of cash payment it prints this 
information on the cash envelope. 


Ask your secretary to look up the 
National representative’s telephone 
number in the phone book now. Na- 
tional Payroll Machines are available 
through priorities. 





““OUR FIRM* achieved a 15% saving in clerical help while 
increasing the number of checks by 25% with a National 
Payroll Machine. Checks were ready two days earlier than 
ever before possible.’’ 


CASH REGISTERS © ADDING MACHINES 
ACCOUNTING-BOOKKEEPING MACHINES 


THE NATIONAL CASH 
REGISTER COMPANY 


*Name of firm on reauest 








